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PREFACE TO THE SECOND EDITION. 

In this edition I have attempted within a brief compai» 
to give a comprehensive survey of the phenomenal develop* 
ment of the co-operative movement in India. Alter describt 
ing the origin and development of co-operation in the West; 
I have given brief accounts of some of the recent develop* 
rhents of co-operative enterprise in Europe, in the hope that 
they may be adapted to the needs of India and established 
here in suitable centres, I have then traced the progress of 
the co-operative movement in India from its earliest stages 
to the present day : in doing so, I have not only explained 
the nature and underlying principles of the different forms 
of Indian co-operative institutions, but have also incorporated 
the mod ;1 by-laws (of 14 different kinds of Societies) issued 
from, and kindly supplied to me by, the Registrars of Co- 
operative Societies in different provinces. These by-laws 
would be useful not only to the practical co-operator, but 
also to the student of economics who will 6nd therein 
practical applications of the abstract theories of co-operation, 
If the student desires to help forward the greatest and the 
most potent modern economic movement in India, and to 
introduce his less favored fellowmen to the blessings of a full 
economic life, be should not only learn the theories and 
principles of co-operation, but he should know also how to 
form COfOperative Societies. 

I cannot adequately express my indebtedness to Rai 
J. M. Mitra Bahadur, M.A,, the indefatigable Registrar of Co- 
operative Societies, Bengal ; 1 am indebted to him not only 
for the Introduction which he has very kindly written for my 
book, but also for the ready help which he has given me on 
nuntototis occasions in the coprsq of the preparation of this 
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volume. Indeed it is not too much to say that but for his 
help it would not have been possible for me to give the book 
so thorough a revision. 

I am also deeply thankful to Mr. R. B. Ewbank, i.c.S., 
Mr. Gi W. Dunn, I.C.S., Mr. H. R. Crosthwaite and Khan 
Bahadur Mohi-uddin Ahmed, Registrars of Co-operative; 
Societies of Bombay, Burma, Central Provinces & Berar, and 
Bihar & Orissa, respectively, who have very kindly supplied 
me with valuable co-operative literature issued from their 
Departments on which I liave freely drawn in the preparation 
of this volume. 

My grateful thanks are also due to Prof. J. C. Coyajee, 
B-A., (Cantab.), L. L. b., for permitting me to reprint from the 
Bengal Co-operative Journal, his admirable article on “Non- 
eo-operative Agricultural Banks vs. Co-operative Credit 
Institutions.” (Chapter XVIII of the book) which is a noble 
vindication of tlie Indian credit co-operative movement 
against the attacks of some well-known critics. 

Sir Frederick Nicholson’s and Mr. Cahill’s comprehensive 
Reports, the writings of Wolff, Fay, Morman and Herrick, 
the files of the International Review of Agricultural 
Economics (Rome), of the Agricultural Journal of India and 
of the Bengal Co-operative Journal - and lastly, that magnum 
opus on Indian Co-operation— the Report of the Imperial 
Committee on Co-operation presided over by the Hon’ble 
Sir Edward Maclagan, K.C.I.E., — have all been freely drawn 
upon by me in preparing this volume. 

An entirely novel feature of this edition is the inclusion 
in it of the Co-operative Societies Act (II of 1912) which has 
been fully annotated by me in close consultation with my 
revired father, Babu Lalmohan Mukherji, B.L., the author of 
Indian Case-law on Ejectment."— annotations, which, 

I am glad to be able to acknowledge, have been very care- 
fully revised by Rai J. Mi Mitra Bahadur, will, I hope, . he 
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found usefuf by all practical co-operators. The Appendices 
contain recent Indian statistics, the Government of India 
Resolution on the Growth of Co-operation in India (1914) 
and the Abstract Report of the Imperial Committee on 
■ Co-peration, 

By prescribing this book as a text for the B,A. examina- 
tion in Economics, the authorities of the Calcutta University 
have greatly encouraged me and their appreciation has been 
an incentive to further efforts and further improvement. I 
shall deem my labour to be amply repaid If this book is 
equally appreciated by the wider public of Indian co-operators 
and students of economics generally. 

I should like to take this opportunity of thanking Babus 
Syamapada Banerji and Nirapada Banerji for the great 
assistance they rendered to me in passing the book through 
the press. 

There was some difficulty in getting the paper which was 
being used for printing the book. To avoid delay some forms 
of the book have been printed on a different kind of paper. 


Presidency College : 
Calcutta : Jan, ^2, 1^17. 


P. Mukherji. 



PREFACE TO THE FIRST EDITION. 

This little book grew out of a lecthre delivered by me at 
a meeting held at the Calcutta University Institute on the 
17th bf August 1910, under the presidency of Mr. Manohar 
Lai, M,A,, (Cantab.) the then Minto Professor of Economics. 
In it I have made an humble attempt to acquaint the 
students of our University and the educated public of this 
<muntry with, the principles, progress and effects of the co- 
operative credit movement which was first introduced in this 
OOUntry just a decade ago. On the 25th of March, 1904 — a 
red-letter day in the annals of Indian legislation — the Co- 
operative Credit Societies Bill was passed into law “to encourage 
thrift, sdf-help and co-operation among agriculturists, artisans 
and persons of limited means." It is one of the greatest and 
most beneficent measures that have been taken by the 
Government of India for the betterment of the masses of our 
countrymen — and the area of its beneficent influence has been 
considerably widened by the recently passed Co-operative 
Societies Act of 1912. 

The seeds of economic co-operation sown ten years ago 
on the Indian soil have put forth a bright young plant full of 
health and vitality ; it is for our educated countrymen — no 
less than for the unemployed young men of our villages — to 
nourish it and to reap the fruits of co-operation in its various 
phases of credit, production, distribution etc. It is 'my 
earnest wish that they should root out the weeds of suspicion 
— where there are any — and pour all their energies at its root, 
only that in time this young plant may develop into a full- 
grown tree rooted firm and deep in the soil giving the shelter 
of its protection to the teeming millions of our poor debt- 
ridden villagers, v 
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To help the organisers of co-operative societies of various 
kinds I have given in three appendices some of the model 
by-laws issued from, and kindly supplied to me by, the office 
of the Registrai" of Co-operative Societies in Bengal. When 
this book was about to come out from the press, the Govern- 
ment of India issued on the 17th of June lasb a 'Resolution 
on the Growth of Co-operation in India which I considered 
to be so highly important that I could not help publishing 
it in extenso for the benefit of my educated countrymen. 

Before I conclude, I desire to acknowledge gratefully the 
constant help and invaluable advice which have been 
ungrudgingly given me by Professor Satis Chandra Roy 
whose silent work at the University and whole-hearted zeal 
in the cause of the true “advancement of learning” Have been 
an unfailing source of inspiration to me. 


Duubhanga Library ; 
Calcutta^ July ist 


P. Mukherji. 
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INTRODUCTION* 

The writer of an introduction to a book which has, in a 
shok period, run through one edition Is certainly under a dis- 
advantage. Such a book does not require any introduction, 
and if one is written, it is likely to be regarded, as ornamental* 
and , useless. But as I have . been associated; with Prof, 
Mukherji In the editing of the Bengal Co-operative Journal 
for over a year I gladly complied with his request that I 
should write a few words of introduction when the second 
edition was ready to be published. ^ 

I can claim no special qualification for the task beyond the 
fact that I have been officially connected with the co-operative 
movement in Bengal for several years. Without unreasonable 
presumption I may state that I have gained sufficient experi* 
ence to be in a position to judge whether any particular book 
on the co-operative movement in India is likely to be useful 
to the public. The writing of a book on any subject which 
aims at the same time at performing the functions of a text 
,book for college students, a manual for practical workers 
and a source of general information for the public is 
undoubtedly a very difficult task ; but Prof. Mukherji has 
performed this task with signal success and I have not the 
slightest doubt that the book will receive a cordial reception 
from the public. The book contains an up-to-date and as 
comprehensive an account as possible of the Cd-operative 
Movement in India. Not the least satisfactory feature of the 
book is the’ way in which the author has dealt with practical 
difficulties which a co-operator Is likely to experience in his 
work. Prof. Mukherji has not contented hitnself by giving 
only thehistbry and principles of co-uperatiun as practised 
in India but he has included object-lessons from other lands 
snd his description of the work done in otHer countries 
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1 ^ ft stimulating reading to the co-operators in India. The 
useful'iess of , the (cii9liS|2|^ enhanced b/ 

an annotation of the Co-operative Societies Act 1912, I 
jKhaLithts.is the first atteaiptoritskiodililbtfjidlhi' and 
I>r)(fnBSt)t&'thai|B: FroC Makherjt’s. labour .wiU.:he'>g^tpfbU;^^ 
4 fiktjibwlcdged by thow wfoa will have, occais^ ta:,$efet 
thoiimodtstions., 

.*!u iThe<0(%>o|kcatlve oiontxnbnt ■ in Ihd» haslt beeir 'nlfhrd or 
liesa'.sfsspeiated co»opn«ative cresditri The-'A«t 
pieiniitted t|)e.foiroiiatibtv of credit societies only bet 4 liv Scope 
dfithfcpreaant; Act has.bebo widened^ scvas td tncloide withi# 
its purview societies other tiian credit. co-opera*-' 

progress in this^ country: iUor did Ithe 
, movement,, up. tUl sec«}rit).y,j 
U. , The reason, is ueM 

C}:j 5 d|J: jifiiitti^iiSinftplest^^ of , co-operation: wad .it./.iww^ 
ffuniliarisp. ti'e peopleiAwith t;he principles of 
tbrougbithe mpst simple fo«mr.when..they-bad,:liDat, 

a^l ideas- of associated , apMPP chiefly, owing to the IhilureL-ob 
^ly ^.Epglish; legislators to mider 3 tan 4 . ,the,.eCPn0nw and; 
spdai st;-u];t«Be,pf tbd cquntry resulting in; the substitudrtn^>ofi 
^jregipaejOfecpnonBic, uadividualism for the, ,olfJ yillago^cofmi,; 
qj>ju,ipit^,. J(t:mest,a^J bc recogiu'sed tM ia India with a|iwptir;j 
l^iyn,, poveurty-sjtiilcHerr, averwbelmed in d^si.af»d! 

n^neydepdii^g, the r^ed for, a cheaper ;qteditttbr<ftwgh..;cof; 
c^if^ilpu was, paramoivnt: and the piorieeis of tb«tm<w?n>enfi 
v^^e,,.jther^pre. jusjtified :;in .rn^ing , co-pporatiye .the* 
fg^p^t^9P;po .vuhkhr. furtlijer cq^erative^.e^^ 
ij^djj .j.NflW thflt.^e.^wcces^ of the eredit societies hpgibtiw: 
a^plyjj tmivoredit ,; . co-operation, is |»<wnd:.t!», 

qep.^py f^plP9HP*?it,j4ace ia.the. future cu-operptiop jp 

a^,j i tl^cRfcre ippte , with satisfaction that Ptoiii;,]yiui^ijee> 
Srei WW ;^;!>oti<;iag' .^^eah; dg^p-; 

nfi(«^s^in,ya«i 9 pa,diw?f tiops,, 



j j( falcilah llae altitude Kaf ithe*’ public 4s 
tooiiOQUiciaad sbpia3 tnovemUnt 4ias M pass thitoUglv sbvbml 
|>htses. Thetfirst pbMe isoae of misgivings and 
the second phase is ojse Of tenthusiasm . or iitay say >th<! 
hot ptefiod of ycrath when every one sees visions -and 
dtteinis dreams ; the third phase is one of impatieo^ fcrltic^'rti \ 
and til© fourth phase is one of recognition of nfetotnpMi^ed 
facts. The'co-operativb movemeat has lon^ ago passed through 
the h<rs£ phase. It was bor-n aixwdst misgivings and mtstrusb 
W«U*known leaders lofithe teoontry pmnoartced it to he' ah 
hxotflc pilant which is not flikeiy to flourish in ithe* pCcuiiar sdil 
of ItKiia. Reisponsibk offlcials refused to associate theshShlVeS 
with a movement which, th*^ were chrtain, douid ehd' in a 
flasDo. Many of us remember those days and many us 
remember how hard thd pioneers worked and how their 
fitfilhustafm, and above ali, their Arm faith in the moTetnettt, 
overcame all 'd>Kflicultids and have made it what it is nohr. 
Then >c»Dimes a pdriod Wheh every brie is ready to' bless! tlue 
movement and to acclaim its virtues without understanding 
it. The co-operative movement in India is oowiepiWging 
frofttt'A^ Vetond to the third pbas© We see of im- 
patient criticism which sees stagnation and restrogression 
everywhere, because extravagant hopes formed of it have not 
been realised, and because the millenium has not yet com© 
Critics have come forward who doubt the ability of the 
village people to run simple co-operative societies, who 
shriek and scream at small defects which are inseparable 
from, human character, who think that the movement is 
running away and who doubt the capacity of leaders to 
solve the problems of higher organisation, be it of finance 
or of management. Uninformed and hasty criticism is as 
harmful to the movement as indiscriminate and misdirected 
eulogy. I hope the book will assist greatly in a proper 
understanding of the aims of the movement, what it'jIriEs 



acconipUshed and what its iitnitalions are. let us hopd 
that it; wilt not be long when the fourth phase is reached 
and when the achievements and .aspirations of the movement 
will be regarded in a proper perspective. 

Remain Rolland in his fascinating novel "John Christo- 
pher” speaks of co-operation as the two-edged axe “which 
strikes at the same time at the dead abstractions of , the 
socialistic state and at the sterility of individualism, ->that 
corrosion of energy, that dispersion of collective force in 
individual frailties.” The Great War of which the end is not 
In sight yet has demonstrated the evil of unrestricted 
competition. Socialism is still an abstraction— -the dream of 
theorists and the dread of practical politicians. Co-operatipn 
is therefore likely to play an important part in the future 
development of economic and social life of every country. A 
diflfusion ,pf the knowledge of the history, theory and practice 
of co-operation ' is therefore eminently desirable and any 
author who aims to achieve this object should be encouraged. 


Writkrs’ Buildings, ) 

1 2th January, tgif, j 


J. M. MITRA. 



The Classification of Indian Co operative Institutions as described in this. Book, 

Provincial Banks (p. 307). 

Central Banks (p. 298). 
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The Co-operative Movement in India. 


CHAPTER I. 

A BRIEF SURVEY OF THE ORIGIN AND DEVELOPMENT 
OF CO OPERATION. 

The Theory of Co-operation. — 

Briefly speaking the theory of co-operation is that an isolated 
and powerless individual can, by association with others and 
by moral development and mutual support, obtain, in his 
own degree, the material advantages available to wealthy or 
powerful individuals and thereby develop himself to the fullest 
extent of his natural abilities. Co-operation in this sense, 
therefore, implies a co-operative society in which the associated 
members join together for the promotion of their common 
economic interests and for lifting themselves up out of weak- 
ness into strength. A Co-operative Society is thus “an 
association for the purposes of joint trading originating 
among the weak and conducted always in an unselfish spirit, 
on such terms that all who are prepared to assume the duties 
of membership may share in its rewards in proportion to the 
degree in which they make use of their association" {Fay). 

The pritlciple of co-operation finds its expression in two 
distinct methods of association, one of which underlies the 
system of credit co-operation, while the other is the founda- 
tion of various forms of non-credit co-operation, such as co- 
operative purchase, «ale, production, insurance, etc. In the 
former, i,e., in a credit co-operative society several persons 
combine to futnish a collective guatantee by which thejr ate 
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enabled to secure money at lower rates of interest than they 
could obtain individually. A credit co-operative society is 
thus an association or combination of persons who jointly 
pledge their credit in order to raise sufficient funds for the 
purpose of lending out among themselves on cheaper terms 
than each could obtain by pledging his individual credit. In 
the latter, i.e., in non-credit co-operative societies a similar 
combination is made in order to effect economies in the pre- 
paration or disposal of produce and to get the necessaries of 
life at cheap wholesale rates. Before describing the origin and 
development of co-operation in India, we would attempt to 
give here a brief survey of the growth of the co-operative 
movement in some of the chief countries of the world. 

Co-operative credit, as an organized system, had its origin 
in Germany about the middle of the last century. Its begin- 
nings were of the humblest description. Two men — Raiffei- 
sen and Schulze — started independently about the same time 
to wprk out a system of credit on co-operative lines, the 
former, in the main, for poor peasants, the latter for artisans 
and small tradesmen. Let us now proceed to make a short 
study of the two systems. 

The Raiffeisen hanks in Germany.— 

Raiffeisen (1818-1888) with whose name rural co-operative 
banks have become associated, began his co-operative career 
in the winter of 1847-8 with the foundation of a benevolent 
society in a small village for obtaining corn and potatoes and 
selling them at low prices to the poorer inhabita/its. This 
society was one of many of the same type founded in 
Germany about this time, when very serious distress prevailed. 
Two years later, he founded, in another village, a society 
which at first bought cattle and sold them to poorer landlords, 
but which later lent money on surety directly to the latter 
for this purpose. Upon his transference as burgomaster to 
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Heddesdorf, near Neuwied on the Rhine, he founded a third 
benevolent society with various objects, but specially for the 
procuring of cattle for, and the granting of credit to, poorer 
farmers. This society which gradually became merely a loan* 
society, was composed of well-to-do inhabitants living in or 
near the village of Heddesdorf, who lent to less fortunate in- 
habitants of the area obtaining capital on the security of their 
collective unlimited liability. The assisted persons had no- 
thing to do with the society, whose members acted as guaran- 
teeing intermediaries between the capitalist and themselves. 
The first association founded by Raiffeisen in which the 
fundamental co-operative idea of the collective liability of the 
borrowers themselves appears, was that of Aahausen (1862). 
There were already in existence co-operative societies with 
unlimited collective liability which had been created by 
Schulze of Delitzsch, a small town in the Province of Saxony, 
for the purpose of procuring credit for their members, who 
were mainly artisans, small employers of labour, and petty 
shopkeepers. But Raiffeisen had in view the needs of agricul- 
turists with whom we are more intimately concerned. 

The essential features of the Raiffeisen rural bank.— 

Before describing the essential features of the Raiffeisen 
system we should have a full grasp of the meaning of 
personal credit which lies at the basis of the Raiffeisen 
system. To understand the full connotation of the phrase, 
let us first of all understand what we mean by “credit.” 
“Credit” may be briefly defined as a man’s power of borrow- 
ing. Credit in the form of a loan always requires some 
form of security, expressed or implied, given by the borrower 
to the lender, that the money borrowed will be duly repaid. 
This security may take various forms, and credit is generally 
classified according to the form which the sedirity takes. It 
is real or mortgage credit , if the security is land, houses or 
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other immovable property ; it is chattel credit when the 
security consists of jewels, furniture or other movable property ; 
it is personal oedit when the security does not take the form 
'of any tangible property, movable or immovable, but is based 
on the status, position, means or character of the person 
seeking credit 

Character, to form the basis of credit must consist of 
honesty, diligence and frugality — the most important ele- 
ments affording ample means for its being capitalised. But 
how can this be so capitalised ? For we know as a matter of 
fact that persons having a pledgeable character are seldom in 
a position to negotiate it in the open market. The reason 
is that character can have a value only to the person knowing 
its worth. What value can the character of a person living 
in a far-off village have to a banker in a town ? Even men 
of ordinary status, though living in the same town, could 
scarcely be expected to be known to an average banker. 
Even if he knew, would he consider it worth while to enter 
into petty transactions with them ? The character of such 
small folks, therefore, easily lends itself to be exploited by 
neighbouring money-lenders, to the great disadvantage of the 
borrower and not always to the advantage of the lender. It 
is to enable this class of small borrowers that Raiffeisen 
devised his system of co-operative credit — basing it entirely 
on the combined personal credits of the borrowers. We now 
proceed to deal with the essential features of the Raiffeisen 
system. 

These features are — 

L Organisation on the strictly co-operative principle, none 
but members having the right to borrow, although non- 
members may make deposits. 

1 1. Limitation of the operation of the society to a very 
small area. The area of operation of a rural credit society is 
Strictly limited. As a rule, one large village or two or three 
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small villages lying closely together are fixed as the area 
within which all members must reside. Raiffeisen considered 
that arfias with a minimum population of 400 and a maximum 
population of 2000 should be chosen. 

This limitation of area constitutes one of the essential 
principles of co-operative rural credit societies. By this 
means a certain security is guaranteed. The members are 
intimately acquainted with one another ; they know the means 
and capacity of each other ; they know that such a one is 
industrious and farms well, that another is intemperate or a 
bad farmer whose circumstances are gradually becoming 
worse. When loans are proposed, the management can thus 
gauge correctly not only the capacity for credit of the intend- 
ing borrowers, but also how far they are deserving of them. 
Capable and hardworking members with little capital may be 
in this way helped without risk. Loans are most usually 
made on bonds backed by sureties. The latter being natur- 
ally for the most part relatives or friends of the borrower 
living in the same village, the society can readily judge their 
financial soundness. The supervision of the use to which 
the loan is put is also facilitated, while the general manage- 
ment of the society can be observed by the members. These 
are some of the advantages of limiting the area of operation 
of rural societies. Besides loans for long periods, arrange- 
ments for easy repayments and other conveniences of essen- 
tial importance to farmers that the rural society provides, 
cannot be provided by banks covering wide areas. The 
meetings of the committee of management and of the board 
of supervision are likely to be less well attended when dis- 
tan<»s have to be traversed to reach the meeting place. 
Representation on these bodies is also facilitated : complaints 
may well arise, when the area is large, that certain, villages 
are not fairly represented on the committe*e or on the board 
of supervision. Another important advantage of a restrioted 
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area is that savings deposit.*--, which constitute the bulk of 
the working capital of these societies, are more conveniently 
lodged by the members. 

III. Unlimited liability of the members for all the debts 
of the society. 

The financial liability of credit societies is the collective 
liability of their members ; and it is open to them, as to all 
co-operative societies, to choose one of tliree forms ; unlimited, 
unlimited contributory, or limited liability. Unlimited liability 
has been adopted by over 92 per cent of rural credit societies 
in Germany. In a society with unlimited liability, the 
members, over and above the liability to pay in full the 
nominal value of the obligatory single share — for only one 
share may be taken by each member — undertake liability for 
the engagements of the society to its creditors directly, to the 
extent of the whole of their property', and this liability is 
individual and collective. In the event of bankruptcy any 
deficit is recoverable by a crr/rVrt levy upon the members. 
Proceedings by creditors against individual members for the 
enforcement of claims against the society are, under the 
German Co-operative Societies Act, only permissible when, 
after the lapse of three months from the date on which the 
contributory levy upon members is declared executable, such 
claims have not been satisfied. In the ordinary course this 
period would suffice for the society to make arrangements 
with its creditors. But should judgment be obtained by a 
creditor of the society against any member, the latter retains 
his right to sue the society.for restitution of the amount' he 
has been compelled to pay. He becomes a creditor of the 
society, and if ultimately his claims are not duly met by the 
society he may proceed against any other solvent member or 
members. 

Another form of. unlimited liability, which was intro- 
duced by the German Act of 1889 is entitled Unlimited' 
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Contributory Liability, The position of societies adopting this 
form differs in no way from those possessing ordinary unlimit- 
ed liability except in case of bankruptcy. In' that event the 
property of individual members of a society with ordinary 
unlimited liability, as has been shown above, may, after three 
months, be individually claimed by unsatisfied creditors, 
whereas, when unlimited contributory liability has been 
adopted, per capita contributions may be levied, but no 
direct proceedings against single members may be taken by 
creditors. 

In a society with limited liability a member undertakes, 
over and above liability for the payment in full of the 
nominal value of the share or shares held by him, a liability 
for the payment of a fixed sum on each share held. The 
amount of this fixed sum, constituting the liability attaching 
to each share, as well as the maximum number of shares that 
may be held by a single member, must be determined by the 
general meeting of members upon the establishment of the 
society, and must be stated in the registered articles of 
association. 

Raiffeisen and Schulze Delitzsch were both convinced 
advocates of unlimited liability. From the beginning up to 
the present time all credit societies affiliated to the Federation 
founded by Raiffeisen have been constituted upon this basis. 
The Schulze Delitzsch Federation has not entirely abandoned 
the same principle. Its present leaders hold that the question of 
the superiority of unlimited over limited liability may not be 
determined absolutely ; that it depends upon conditions pre- 
vailing in particular places, but that in the first instance, 
until a society has reached a certain degree of development, 
unlimited liability is in general to be preferred. 

It may be asked in this connection — Do not the members 
of a rural credit society run a risk of incurring great loss by 
reason of their unlimited liability ? While for members of 
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large urban societies unlimited liability may present certain 
dangers, there is, in fact, little risk of members incurring 
great loss by reason of unlimited liability in a rural credit 
society. The reasons are not far to seek. The area of a 
rural credit society is limited to at most a few villages ; the 
members are acquainted with the general character and cir- 
cumstances of their fellow-members ; the collective knowledge 
possessed by the committee of management and the board 
of supervision and their collective surveillance are not likely 
to prove at fault. There is no incentive to undertake specu- 
lative or risky business — speculative business is, in fact, 
expressly forbidden by the rules of the majority of societies 
-—with a view to large profits, dividends being either not 
paid at all or being, at the most, quite small, and working 
expenses inconsiderable. The committee and the board are, 
in the first instance, legally responsible to the society to the 
full extent of their property when losses occur as the result of 
their not exercising the “prudence of ordinary business men” 
in the affairs of the society ; and, finally, there is the further 
safeguard of the audit which must be carried out at least once 
within every two years. 

Indeed it is not too much to say that it is this principle of 
unlimited liability which has given birth to all the moral and 
educative effects of co-operative credit. Since the liability is 
unlimited, it is the interest of the committee to admit, as 
members, men whose character is beyond reproach : instances 
are not wanting to show how habitual drunkards have become 
sober gentlemen, spendthrifts have become thrifty and gamb- 
lers have given up their habits — only to be eligible for 
membership in the rural society. Again, it is because of this 
principle of unlimited liability that the committee insists 
upon its members the curtailment of unnecessary social 
extravagances and the employment of all loans in productive 
works. 
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IV. The working capital of the bank is obtained .chiefly 
from the following sources : — 

(a) Small savings “drawn, either from within the area 
covered by the bank, in which case it comes both 
from members and non-members, the former 
being rewarded where possible at slightly higher 
rates in order to encourage membership ; lor f)rom 
without the area, in which case, it, of necessity, 
comes from non-members.” 

(h) Loans from central or provincial banks or from 
other banks or from private individuals. 

(c) A purely nominal share capital which the banks 

did not originally have and which they have 
been forced against their will to issue. The 
requirement is now usually met by the issue of 
a few low-priced shares of which no member can 
hold more than one and upon which no dividend 
is paid. 

(d) Two surplus funds called reserve funds ; one used 

exclusively to cover losses and the other being 
the principal reserve fund, commonly used for 
“positive improvements, such as the extension of 
the premises or the establishment of a burial 
fund.” In this fund must be placed two-thirds 
of the annual profits. The fund cannot be dis- 
tributed among the member.-?, even though the 
banks be dissolved. In such a case it is held in, 
trust for a time for a new bank, should one be 
established, and if no such bank is established 
it must be used for some work of public utility. 
This is a very salutary provision : it lends to the 
stability of the bank. ' 

V. A fifth feature of the Raiffeisen system is that the 
bank’s administrative organization is simple and democr^tlCf 

2 
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FiliSKl in total questions reste in the general 

meeting in whjch every member has crtie vote. There Is 
dieted anttiially a committee of management consisting 
uinatly of five or six directors who meet Weekly. As a check 
li^son this ejtecntive committee there is also elected annually 
a noancH of supervision consisting of from six to nine 
membef's. A' biennial audit is made of the accounts of each 
bank an accountant employed by the district or central 
union. The books of the bank, except the individual deposit 
ledger, are open to the inspection of all members. Officers 
of the local banks serve without compensation, except the 
treasurer who has no vote in the making of loans. The 
typical Raiffeisen bank is described by Fay as ‘‘a single room 
probably at the back of a farm building, opened twice a 
Week and presided over by a single occupant,” the treasurer, 

VI. Advances take two forms ; the ordinary loan (of 
Which the name is sufficiently descriptive), and the current 
account which latter constitutes about a third of the total and 
shows a tendency to increase in proportion to the ordinary 
loans. The period of the ordinary loan varies from six 
months to three years ; and in exceptional cases it may be 
even longer. Loans are repayable in instalments covering 
interest and part of the principal, or in lump sums. Banks 
reserve the right to call back a loan on four weeks’ notice. 

The Raiffeisen banks in Germany are organised into 
pndvincial banks at their head, and these in turn into a 
national federation with a central bank at its headi These 
ptOvIntial banks and the central bank “equalise the need of 
cWdit of the individual banks, supplying them with money 
when required and employing their surplus funds,” A large 
jWdportion of the German co-operative banks and other co- 
operative agricultural societies are federated in a single 
national organlzation~the Nadbn'al Pederation of Darmstadt. 
Sueh, in hridf* are the leading features of thf Riiiffbisen 
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systeni of co-operation — the greatest ^gricoltarAl cre4it 
systeq? of the world. 

briefly speaking, -the principles of the Raiffeisen syste^ 
may be summarised as follows : — 

(1) The unlimited liability of all members for all 

indebtedness of their particular society. 

(2) Limitation of membership to one community or 

village, to secure mutual personal knowledge of 
the standing of the members. 

(3) Loans only for productive purposes. 

(4) Loans only to members. 

(5) Short-term credit on personal guarantee. 

(6) Credit for long periods with facilities for repayment 

by instalments. 

(7) Absence of profit-seeking : dividends, if pajd, being 

limited. 

(8) All profit is carried to a permanent indivisible 

reserve fund, which belongs to the society as a 
whole. This fund can never be divided among 
the members, not even if the society should be 
disbanded. If that take place, the reserve fund is 
devoted to some public or charitable purpose. 

(9) Office-holders, except the ' secretary, not paid for 

their services. 

(10) Promotion of moral as well as material ' advance- 
j^ent of members. 

the aim of Baiffeisen societies how far realia^.^ 

The aim of the Raiffeisen credit societies is tb improve 
both the material and moral copdition pf thpir metnbers. It 
is not without interest to enquire how far these societies do, 
in fact, endeavour to promote the general soipial, intellectual 
and moral welfare of their ipembers apart from that economic 
welfare which is their primary aim. A large proportion of 
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the Raiffeisen societies in Germany insert in their articles of 
association clauses to the effect that subventions from the 
profits of the society shall be accorded for the amelioration of 
their members in these respects. The German Raiffeisen 
Federation instituted in 1908 an enquiry into these activities 
of its affiliated societies, and the reports received show the ways ■ 
in which measures towards such ends, either initiated or sup- 
ported by the societies, had materialised. The returns showed, 

/. For raising the level of popular education. 

458 libraries. 

237 continuation schools. 

96 “Raiffeisen” evening clubs. 

23 juvenile clubs. 

24 village institutes (meeting halls etc.l 
2. For the benefit of children. 

108 infant schools, 

18 1 children’s savings banks, 
j. For the sick. 

357 village nurses. 

20 ambulance corps and Samaritan funds. 

32 sets of surgical appliances. 
f For the general benefit of members : — 

329 death benefit funds. 

^ 103 cattle insurance societies. 

109 accident funds. 

13 sick funds. 

j. For various objects of public utility : — 

130 fire brigades. 

49 telephone services. 

20 veterinary pharmacies. 

70 hearses. 

S3 cases where protettiott or help (veterinary and 
other) in the event of disease, etc,' was afforded. 
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6. Appliances for use in cultivation : — 

3870 machines, implements and other agricultural 
equipment. 

The remits achieved in Germany.— . 

To give some idea of the proportions which the co-opera- 
tive movement has assumed in the country in which it origin- 
ated, it may be mentioned that on January i, 1910 there 
were in Germany 14,993 Raiffeisen Banks with a total piem- 
bership of 1,447,766 persons. In the valley of the Rhine 
where the Raiffeisen banks have been longest at work, a 
transformation has been effected which Mr. H, W. Wolff 
describes most strikingly in his fascinating work. — “People’s 
Banks.” Cultivation has been improved, industry and trade 
have been developed, the small cultivators are able to pur- 
chase their implements at the cheaper wholesale prices, the 
usurers have been driven from the field, and the peasants 
have become small capitalists themselves. They prefer to 
deposit in the society bank rather than even in a Post Office 
Savings Bank because the former is their own, in the manage- 
ment of which they have a say, and which keeps the money 
saved in the district to return to them “in the fertilizing dew 
of loans.” Under the bank’s teaching the members have be- 
come patterns of promptness and punctuality in their pay- 
ment, because the banks will tolerate anything but unpunc- 
tuality. “It is a treat,” says Mr, Wolff, “to see the simple 
peasants bring out their books and explain to you, with 
evident satisfaction and pride, what all the entries mean and 
how the system works from an accountant’s point of View,” 

» i 

The Sohnlze Delitzsch system : Urban Banks in Germany.— 

While Raiffeisen adapted co-operation to the needs and 
to the mental attitude of the farmers, Sc&ulze-Delitzsch 
devised organization^ specially suited to the needs and ^eto- 
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nomic character of town-dwellers, The Schulze-Uelitzsch 
banks have, therefore, unlike the Raiffeisen banks, a large range 
of business in an extended area of operations they include 
members of various occupations ; they accumulate a consider- 
able quantity of capital and they distribute fairly high divi- 
dends. They do not follow^ the principle of unpaid manage- 
ment ; on the contrary, their management is rather cosfly 
and is conducted on strict business lines. They are based, 
more often than the rural banks, on limited liability and they 
carry on a series of banking operations which the rural b^nks 
only undertake exceptionally, if at all. In fact their business 
approaches more closely than that of the Raiffeisen banks to 
banking business, properly so-called. There were in 1911, 
952 such banks in Germany. 

Differences between the Raiffeisen and Schnize-Delitzsch systems.— 

Compared with the ordinary urban credit societies of the 
Schulze-Delitzsch type, which were originally organized for the 
special purpose of furnishing credit to small traders, employers 
and artisai^ in towns, many important differences appear in 
Raiffeisen societies. The areas of the Schulze-Delitzsch banks 
are not narrowly limited ; shares are highly priced, being rarely 
less than ;^is, and sometimes reaching ;C 75 and ;^ioo ; there is 
no indivisible reserve ; loans are usually made only for terms 
of thrqe months, when they are subject to renewal and are 
repayable in a lump sum ; dividends, sometimes very high 
dividends, are paid ; regular banking offices are maintained 
with at least two permanent paid officials, who 'form' the 
committee of management, while the members of the board 
of supervision receive remuneration ; the banks confine 
themselves- to pure banking business ; and their offices are 
usually in towns. ^ 

Finally, while Schulze-Delitzsch considered thrift and 
saving the chief factors in credit, Raiffeisen aimed chiefly at 
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aroosing ah unselfish public spirit ; by forbidding .dividends 
he avoided any clashing between the interests of borrowing 
and of non-borrowiirg members. His difficulties were much 
greater than, those of Schulze-Delitzsch, for he had to solve 
the problem of advancing small loans for long terms to 
borrowers who, though they possessed some property, obtain- 
ed tiieir profits “in small instalments, after considerable delays, 
and with a certain amount of precariousness and uncertainty.” 

From the above it would appear that the Schulze-Delitzsch 
bank or the limited liability co-operative society — or a share 
bank, as it is called, is formed on the principle of a joint stock 
bank. Like the joint-stock bank, it raises its initial capital by 
means of shares and offers the share-capital as security to those 
who deal with It. Each membef of such society is required 
to take up and pay for at least one share of a fixed 
value. The liability of the members is limited to the value 
of the shares* ; and if the bank suffers any loss it will 
fall on the share-capital. It, therefore, affords a guarantee 
to the public and intending depositors that the bank will 
be managed in such a way that no loss will be incurred ; 
otherwise the members will be the first to suffer. 

Difference between a co-operative bank and a joint-etock bank.— 

It may be asked, what is the diffet;ence between a joint- 
stock bank and a co-operative bank ? Although similar in 
constitution, they are radically different forms of association. 


, * "The likbility of the members may be limited to the value of shares 
or to a certain multiple of that value. In the latter case, each share 
carries an exjtra liability, and every member is liable not only for the full 
value of shares, but for an additional amount proportionate to such share? 
as lajd down in the bye laws. Some societies prefer to have an extra 
liability, in order to strengthen their financial position in/he money market 
atid to obtain greater credit. Extra liability also ensures greater stability 
and very careful management by the shareholders, • 
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A joint-stock bank is an association of persons who combine 
their funds in order to obtain the largest possible profit from 
them, while a co-operative bank is an association of persons 
who join together not merely to earn profits, but to benefit 
each other. The latter is, therefore, not allowed to lend to 
any one except its members, by whom it is managed. 
In a joint-stock bank, which is run for the sake of private 
gain, the interests of lenders and borrowers are in a manner 
opposed, while in a co-operative bank, there is no such 
conflict, because the borrowers are members and members 
only, and the interests of the bank are bound up with those 
of its members, i.e., of its borrowers. To use a common 
expression, “a joint-stock company is a union of capitals, 
while a co-operative society is a union of persons.” Another 
important distinction is that in a co-operative bank members 
are all personally selected for admission, and a person must 
first be elected as a member before he is allowed to hold a 
share ; in other w^rds, membership gives a right to, and 
requires the holding of a share, while in joint-stock bank 
a man becomes a member by virtue of his holding a share. 

Progress of Co-operation in Bussia.— 

The success of the co-operative movement in Germany 
led other European nations to develop forms of co-operation 
in their respective countries. Russia now takes the first place 
with regard to the number of societies surpassing even 
Germany in this respect. Of the total of 37,000 co-operative 
societies in Russia 1 5000 are credit societies, 11,000 distri- 
butive societies, 10,000 agricultural associations, and 1,000 
productive societies. The total membership of all kinds is 
abput 13,000,000 and the total capital 100,000,000. This 
phenomenal growth of the movement in Russia is due not 
only to the great activity of the population, but also tp the 
material assistance rendered by the Government. 
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Co operation in Anetrta, France ani Italy.— 

Austria boasts of 12000 such societies, while France has 
got more than 4006 of them. In Italy a somewhat pew type 
of co-operative credit was evolved by Luigi Luzzatti who, 
though influenced largely by Raiffeisen and Schulze- Delitzsch, 
knew that the circumstances under which he could establish 
this credit in his country were somewhat different, ^o, after 
careful selection and adaptation to environment, he has 
evolved in Italy a new type of co-operative credit of which 
he is the immediate parent. The essential features of the 
Luzzatti popular banks are that only honest and reliable men 
are taken in as members who take shares of small value 
payable by monthly instalments and whose liability is limited 
to the extent of their shares. The members render their 
services to the bank 'gratuitously, but three office-bearers — 
the president, the accountant and the cashier — are paid, 
because their work is heavy and continuous. It may, perhaps, 
be urged tliat these peoples’ banks of Luzzatti are not 
entirely co-operative in their principle.s, the liability of their 
members being limited ; but in as much as they embody the 
principles of self-sacrifi<ie by gratuitous services and allow 
credit to the poorest people by the system of “loans of honor”, 
they serve most of the functions of co-operative credit 
societies, and are classed along with Raiffeisen societies. 

The comparatively slow progress of co-operatioa in agiicnltare 
in England.— 

In England co-operation in trade has attained large 
dimensions, and a high state of organization ; but in agri- 
culture, the co-operative movement, in spite of the efforts of 
enthusiasts, has made comparatively little prepress. The 
reason for this seems to be that so long as the big farmer 
can get along by himself fairly contfbrtabh* ahd caft obtain 
the credit he requires at the bank, he will not Odsiiy 
3 
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be induced to co-operate with his neighbours, especially if the 
latter are small farmers, on a lower step of the social ladder 
than himself. In pursuing this course, however, he makes 
a grave mistake ; for by co-operation even the largest farmer 
can gain advantages not otherwise easily obtainable ; while the 
wealth and influence which he possesses would be of great 
service to any co-operative organization which he might join. 

Various plans have been discussed for the creation of 
larger numbers of small cultivators in the United Kingdom, 
through the purchase of land by large industrial co-operative 
societies, to be let or sold by them to small societies or 
farmers, through the passing of Land-Purchasing Acts, the 
Small Holdings and Allotments Act of 1907, etc. 

Sometime ago a Committee was appointed by the Board 
of Agriculture in England to consider what steps should be 
taken by the State to deal with the question of the unemploy- 
ment of men after the war. This Committee, presided over 
by Sir H. Verney, has proposed the following scheme : — “An 
extensive State acquisition of land by compulsory purchases, 
the establishment on a large scale of colonies of small holders, 
^the development of co-operative buying and marketing, and 
of agricultural credit banks, and the provision of a large state 
grant to put the proposals into operation.” The Committee 
elsewhere says : — “Co-operative working of the land, co-opera- 
tive buying and selling, co-operative transit, agricultural bank- 
ing, are all and each so dependent on the proximity of small 
holders to one another that the adoption of the colony system 
in any large sfcheme of land-settlement is inevitable.” This 
scheme is indeed a very fascinating one and its practical 
adoption will bring us very near the co-operative millenium. 

The Irish Co-operative Movement.— 

In Ireland the co-operative movement has been a poten 
factor in developing her material interests. Ireland largeb 
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owes this development to the work of the Irish Agricultural 
Orgarrisation Society inaugurated in 1894 by the Rt. Hon. 
Sir Horace Plunkett — thh pioneer of the Irish co- 
operative movement — Mr. Vansitart Neale and others of the 
English Co-operative Union. The Society had to carry on 
its work amidst great and'varied difficulties, but gradually it 
has established itself as a great agency for the material 
advancement, of the Irish people. The work done by the I. 
A. O. S. since 1894 has been truly marvellous : their success 
in co-operative butter-making has been most marked. There 
are now over 400 -co-operative creameries in the country, the 
total out-turn of which in 1912 came to the sum of £ 2 , 464, 228, 
showing an fncrease of ;^407, 561 on the previous year. These 
figures are sufficient proof of the soundness of what were 
considered to be Sir Horace Plunkett’s wild dreams in 1889. 

Another feature of the Irish co-operative movement has 
been the improvement in methods of marketing eggs. The 
local societies collect them, test them, grade them, pack care- 
fully and sell through the Irish Agricultural Wholesale Society 
which is a federation of local societies. The importance of 
developing this trade can be realised from the fact that the 
annual value of imports of eggs from Ireland into Great Bri- 
tain exceeds ;iC 3,000,000. The I. A. O. S. have devoted their 
attention with considerable success to co-operative manufac- 
ture of bacon, honey and even tobacco, co-operative curing of 
fish, and hope to develop considerably the trade in fruit, 

vegetables and flowers. 

• • 

Co-operation in Japan. 

Japan also has not lagged behind. In some respects Jarpan 
may be said to be the originator of the s)^tem of co-operative 
credit. For, the first beginnings of co-operation in Japan may 
be traced to a society (called the “Hotokusha” or Gratitude 
Society) started in Tokyo in 1842 by the great Japanese 
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phjlanthrppist Ninorniya Sontukq (I 79 i*j 857 )' The objects 
whkjh the Hctpkushas set before themselves were— tl)e im- 
provement of the conditions of public morality, the increased 
ajgricultural or industrial production of their members, the 
extension and improvement of agriculture and industry, the 
encouragement of all works of public utility and the relief of 
the poorer members. 

The object of the Hotokushas was thus to promote the 
economic and moral improvement of its members, thus empha- 
sizing the essential interdependence of the economic and 
moral aims, a combination that has always been insisted upon 
by all the leaders of the co-operative movement. 

The Japanese co-operative movement, although in its 
origin a spontaneous growth, yet owes much to foreign ex- 
ample as well as to State encouragement. Viscount Shina- 
gawa who was Japanese Minister in Berlin in 1884, was 
greatly impressed by the help given to the German peasantry 
by their co-operative societies. On his return to Japan he 
becam® >n 1890 Minister of the Interior and at once began an 
active co-operative propaganda conducted by State agen- 
cies. The result is that there were in 1913 in all 10,455 
cp-operative societies of all kinds of which 2767 were credit 
societies only. 

This rapid growth of the co-operative movement in Japan 
is largely the result of the very active and direct part 
tyhich Government has taken jn encouraging it. But this 
very fact exposes the movement to the danger of being over- 
bffjcialised. 



CHAPTER II. 


RECENT DEVELOPMENTS OP CO-OPERATION 
IN THE WEST. 

In this chapter we shall describe some recent develop- 
ments of cooperative enterprise in Europe in the hope that 
they may be adapted to the needs of India and established 
here in suitable centres.^ 

I. A novel form of Rural Distributive Co-operation. 

II. Co-operative Dairies in Denmark. 

I I I. Co-operative Catttle-rearing Societies in Switzer- 

land. 

IV. Co-operative Farm Implements Societies. 

V. The Oxford University Co-operative Society. 

VI. The Rochdale Pioneer’s Society. 

VII. Co-operative Electricity Societies. 

VIII. The Co-operative Hospital in Spain. 

I. A novel form of Rural Distributive Co-operatiou.— 

In the village of Stapleford (Hertfordshire) the local agri- 
cultural co-operative society has made an interesting experi- 
pient in the co-operative purchase, on simple lines, of domestic 
requirements (food-stuffs and coal). 

The village contains no shop, and local requirements were 
catered for by tradesmen in the neighbourhood. The members 
of the society realised that they did not possess the requisite 
experience for running a co-operative store, nor were they 
prepared to accept the responsibility of doing so. It was 
decided, therefore, to approach some of 'the tradesmen who 
already di4 business in the village and to ask them whether, 
if orders for bread and groceries were bulked, and payments 
inade weekly by the society, special terms would be offerecj. 
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As a result of these negotiations certain tradesmen agreed to 
quote special terms and business was begun. 

The methods of conducting the business are as follows : — 

“The trade is divided into four headings, vis.^ Groceries, 
Bread, Corn (feeding stuffs) and Coal. Every six months 
tenders are invited by advertisement in the local papers for 
supplies under these headings. In the case of groceries the 
firm tendering is supplied with a list of principal articles of 
consumption in order that prices may be quoted for each. 
Tenders are invited on the basis of cash prices with a discount 
to the society in consideration of bulked orders and weekly 
payments ; delivery by the contractor to the houses of the 
individual members is included.” 

On the contracts running about a year ago (October 1915) 
the society was receiving the following discount : groceries, 
6)4^ per cent. ; bread, 10 per cent. ; corn, 2% per cent. ; 
coal, is. per ton. 

Each purchasing member, except in the case of their 
purchase of coal is supplied with ordinary tradesmen’s books, 
one for each of the different classes of goods. The Secretary 
and Committee of the Society meet «very P'riday to receive 
orders for the coming week and payments for the past week’s 
goods. Each member brings his (or her) tradesmen’s books, 
which contains particulars of the order placed the previous 
week with the cost of the articles entered in by the tradesmen 
and totalled ; the total is the amount which is paid to the 
Secretary. In the book is also entered the order for the 
coming week. The grocery book is retained by the 'Secretary 
and forwarded to the tradesmen, the bread and corn books 
being retained by the members. On the day previous to the 
Committee Meeting* the Secretary receives from the various 
tradesmen their weekly bills showing the amounts due. This 
enables the Secretary to prepare a_ statement showing the 
cirpouqts due from each member under the different headings 
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ready totalled to save time when collecting, and this also 
acts as a check on the members’ books. To enable members 
to check their own books they are supplied with a list showing 
the prices at which the tradesmen have contracted to supply 
the various articles. 

The money thus collected on the Friday night is paid by 
the Secretary to the tradesmen the following day" and the 
balance representing discount is banked in the Post Office 
Savings Bank. 

Every half-year a distribution of discounts takes place. 
The Committee deduct a small percentage to cover expenses 
and allow for a reserve fund and the balance is distributed in 
proportion to the purchase of each member of each class of 
goods. 

Delivery of goods is undertaken by the contracting 
tradesnlen. Bread is delivered four times a week, groceries 
once a week, and coal once a fortnight. 

If a member prefers to select the goods at thS shop, the 
tradesmen’s book is handed back to him after the weekly 
payment instead of being retained by the Secretary. 

The Society starred in January, 1913, with a membership 
of 34 which by October, 1915, had increased to 55. Of this 
number 48 are purchasing members, and the weekly takings 
average £ 20 . Almost every house in Stapleford is represented 
in the membership and eleven members have joined from the 
neighbouring village of Watton. 

II, Co-operative Dairies in Denmark.*— 

Most of the Co-operative Dairies in Denmark were 
founded between 1886 and 1890. In 1909, 1157 Co-operative 
Dairies were at work in Denmark, and they treated about 
77% of the total milk prodc^tion of the country. 

* [Being extracts from an article in the Monthly Bulletin of Economic 
and Social Intelligence (Rome), November, 1915.] 
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The number of cows at the disposal of the societies varies 
from 200 to 2,000, but most usually from 800 to 1,200. 
According to the industrial census of 1906 the average 
quantity of whole milk received by a society was 2,100,000 kg. 
for an average number of about 880 cows. In recent years, 
large co-operative societies have often been sub-divided to 
form smaller societies, though the latter have comparatively 
high working expenses, and can only with difficulty equip 
themselves in modern style. They are often obliged, for 
example, to employ ice safes instead of refrigerators. In 
an economic sen-se there is no justification for this sub- 
division, but the farmers want to have their milk returned 
to them as soon as possible, which is a quite legitimate desire, 
above all in the case of those who live at the greatest 
distances, who are subjected to the double inconvenience of 
having to deliver their milk earliest, and have it returned 
latest. At times a certain local patriotism manifests itself, 
and when business is good, the surplus expense is readily 
met. These sub-divisions, however, have not been in propor- 
tion to the increase of the milk received by the societies, 
which is due to the increase in the number of cows and the 
increased production per cow. 

A co-operative dairy is generally founded for a ^definite 
period of time, varying from 10 to 15 years. During this 
period, the farmers engage to supply all the milk they 
produce, except what is consumed on their farms or sold 
retail to their neighbours. They recognise themselves 
also as jointly and severally liable for the engagements of 
the society, on the principle, “all for each and each for 
all,*’ in proportion to the number of cows they each possess. 

On this basis, the funds required are generally raised 
by means of a loan from a tank or savings bank, so 
that the members need pay no contribution; Interest and 
sinking fund are paid out of the profits of the business. 
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The initial capital is generally from about 30 to 40cr8. 
per cow. 

The members can only be relieved of their joint and 
several liability before the expiration of the term fixed for 
dissolution of the society, in case of death or the sale of their 
holdings, or by vote of the General Meeting. At the end of 
the period fixed, a new society may be formed for a new 
period, to include all the old members or only such as desire 
it. For the purchase of the dairy from the former members, 
a new loan is contracted, the amount being distributed among 
the producers in proportion to the quantity of milk supplied 
by each, in the whole period of working. The period for 
which the members engage varies generally between 10 
and 15 years. In recent times, however, there has been 
observable a strong disposition to reduce this period to 5 
years. 

The supreme authority in the business of the society is 
the General Meeting, which is, as a rule, only called once in 
six months. The rules often provide that the decisions of 
the General Meeting cannot be impugned in a Court of law, a 
provision which has the force of law. The members have 
almost always the same voting sights, irrespective of the 
number of cows they possess. For this reason, the targe 
landholders long hesitated before entering the co-operative 
societies ; but now they feel no difficulty about entering, 
and independent dairies on gentlemen’s estates ai;p becoming, 
as we have said, rarer, and rarer.' ' 

The Board of Managemeiit of the Society deals with the, 
daily business, the book-keeping, the cash, the administrative 
supervision, etc. ; it is generally appointed for two years, and 
is often rather numerous, for it is usual for each member of 
the Board to make the monthly payments to the mentbers 
of his district ; so it is natural that each clearly defined 
geographical district should desfire to have a representative 
4 
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on the Board. The Board appoint^ the Technical Manager 
who is entrusted with the direction of the daily work of the 
dairy, and the keeping of the accounts. Formerly, all the rest 
of the staff were also, as a rule, appointed by the Board ; but 
this was found inadvisable. The technical manager now 
receives a hxed amount with which he must provide himself 
with the assistance he requires. This system has proved the 
best possible. 

The dairy undertakes the collection of the milk and its 
return to the producers. In this way the producers who live 
further away do not pay more for the carriage of the milk than 
those near at hand. This procedure contributes greatly to the 
maintenance of good relations between the various members, 
and is assuredly also a reasonable system, for the situation of the 
dairy is often accidentally determined, and any sub-division of 
the society would in any case be contrary to the interest of 
those who live nearest. 

As a rule, the dairy’ only supplies and keeps in good 
order vehicles suited for the transport of milk ; tenders are 
invited for the contract for transport itself, for periods of one 
year or six months. In this way, the dairy has not to keep 
horses. 

The vehicles generally make one journey a day, and only 
in certain localities two, keeping to a fixed itinerary, and the 
producers are bound to bring their milk early to the' road, so 
that they may go on again without delay. Producers who 
do not live on the road followed by the vehicle generally 
rweive a certain sum in compensation for every i,ooo kg. of 
milk they supply. However, tho rdute is so arranged as to 
^erve the large producers directly. The vehicles must' reach 
the dairy in a fixed order, at hours established, so that the 
milk may be weighed and separated as rapidly as possible, 
without interruption and useless delay, and each, as the work 
proc^^s, must be ready to start again to return the separated 
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milk and whey to the producers,' When the profits are 
divided, it is a fundamental rule that the division shall be in 
proportion to the amount of milk supplied. At first this 
divisicxn was made after a very imperfect fashion, and in some 
places this continued for a long time ; it was based only on 
weight and not on the amount of butler fat in the milk. This 
was a matter of specially gr.eat importance, above all, for the 
the numerous small producers owning few cows, in whpse case 
the amount of butter fat in their milk might vary within very 
wide limits. 

This was one of the first problems science had to deal 
with, and it was promptly solved, by the construction of an 
apparatus which allowed of the amount of cream in a large 
number of samples of milk being determined by means of a 
single observation. Most of the dairies then began to 
calculate the value of the whole milk supplied in accordance 
with the amount of cream or butter, on the basis of the 
current price of butter. This method, very good and 
reasonable in itself, which possesses the advantage of pre- 
venting any adulteration, has also a great merit which will 
only be greater in the future, as it draws attention to the 
advisability of only rearing cows which give rich milk, and 
of exercising quite special care in the selection of good bulls. 
This method has also inspired the constitution of “Control” 
Societies, which, in their turn, have favoured the change to 
the new system of distribution of profits. The latter system 
is in use in almost all the co-operative dairies, whilst most of 
the old dairies worked in common have remained faithful to 
the old system. 

The calculation of the value of the milk is based on the 
regular control of the milk of the various producers, generally 
tested twice a week ; however, the distribution is effected, 
according to .various methods, more of less . accurate arid 
complete. The simplest process, which has fairly recehtl^ 
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been introduced and has become widespread on account of 
its simplicity, is to multiply the weight in pounds of the milk 
by the percentage of cream ascertained, and distribute 
the price of the butter in direct proportion to the number 
of what it has been agreed to call “cream units” thus arrived 
at. 

In this way, it is only necessary to divide the amount 
the whole milk has yielded in butter produced and milk sold ; 
payment is made once a month. As regards the separated 
milk and whey the dairy does not sell, and does not use for 
cheese-making, but the producers are bound to take back, 
the value is ascertained quite differently. The milk is 
returned in proportion (up to a certain point) to the whole 
milk supplied, at a given price, which is very low, and which, 
while in some degree corresponding with its value as food 
for cattle, does not take special account of that, and is 
calculated so as amply to cover the working expenses of 
the dairy. Generally, the price is calculated so as to leave 
a large margin of profit. This is distributed annually or half 
yearly according to the same rules as govern the sale of the 
butler. 

The separated milk and whey are paid for by means of 
deductions from the monthly contributions. Deductions are 
also made for butter and cheese bought by the producers at 
the dairy, as well as for expenses the dairy has been put to 
for the account of the producers as, for example, the tinning 
of the cans used for carrying the milk. In dairies which also 
engage in the co-operative sale of cattle foods, a practice 
which may be regarded as generally diffused, there is a 
l(urther provision that the department for co-operative sale 
of cattle foods may, if the producers of the society are debtors 
up to a certain amount for the purchase of cattle foods, keep 
back the. whole or part of the price of the milk or the surplus 
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The rules of the dairy provide that its members shjill only 
supply pure and natural milk and never supply milk from 
sick cows or from those that have too lately calved. Often 
‘also the employment of certain kinds of cattle foods, known 
to have a deleterious effect on the quality of the milk, is 
forbidden. In several districts the milk supplied by each 
farmer is analysed at regular dates, for example, once a week 
or once a fortnight. The “societies for the estimation of the 
value of the milk” have shown great activity in extending 
this system. One or more local or itinerant experts are 
charged to give their estimate. The result is expressed, by 
means of a series of points, in certificates of three different 
classes. This result is communicated to the producers in the 
monthly statement of their accounts. This urges them to 
correct possible defects in their production, and to furnish 
milk of the best possible quality ; and the effect obtained is 
the more certain as it is almost impossible to prevent the 
result of the judgment becoming known to the neighbours. It 
has been found that, where this system has been adopted, the 
quality of the milk has considerably improved, and this im- 
provement disappears at once when the system is abandoned. 

This system has still difficulties to overcome ; it is not 
easy, for example, to prevent the judgment passed on the 
milk, more or less formally, from having the appearance of 
personal criticism and giving rise to ill feeling which in 
several localities has led to disagreeable consequences. It, is 
easy for the technical manager of the dairy, in weighing the 
milk of the various producers to discover the grosser defects, 
such as an insufficient supply of cans, sometimes rusty cans, 
dirty or malodorous milk, etc. His task has recently been 
considerably facilitated by the fact, that the milk is now, 
poured into special receptacles in order to be weighed, whilst 
formerly it was weighed in the cans, the weight of which hadC 
afterwards to be deducted. When gross faults of the above 
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kind have been discovered, the suppliers are at once informed, 
and invited to amend them without delay. Often, a commu- 
nication of this character is made by letter, or by a note 
pasted on the can, when the separated milk is returned. Of 
course milk not suitable for the purpose is in no case accepted 
for the making of butter ; in the most .serious cases, or when 
remonstrances have been ineffectual, the Board of Manage- 
ment has the right to suspend the producer from membership 
of the society for a time or permanently to expel him; but 
generally a warning suffices to prevent the repetition of the 
offence for a long time, even in the case of the least conscien- 
tious producers. 

Attempt has been made to introduce a principle by means 
of which a certain price may be assigned to milk of a certain 
quality, but it has not been possible to get it accepted. It is 
extremely difficult and often impossible to establish a fixed 
and permanent relation between the quality of the milk and 
its value for the production of butter. On the other hand, in 
certain localities a whole system of fines has been introduced, 
by means of which producers supplying specially bad milk 
are paid reduced prices for a certain time, or until there is a 
real improvement. 

As security for their various interests and common work, 
several leagues have been formed among the co-operative 
dairies. The co-operative movement in Denmark has 
produced a large number of the.se leagued, as the organisation 
is founded on the principle of the division of labour, which 
aims at assigning as far as possible each special and definite 
function to a special association. In accordance with this 
principle, no single central organisation is to be found in 
the field of dairy industry, but, in its place, we see a whole 
series of organisations enjoying equal rights, closely associated, 
but at the same time completely independent of one another 
in their work. 
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We shall now only summarise in a few words the 
principal duties of these Central Societies, showing their 
numbers and their importance and consider more in detail 
a special institution. 

(1) As regards the co-operative sale .of dairy produce, 
there is a series of societies for the export of butter, formed 
among federated dairies engaging to sell tlie butter they 
wish to export through the medium of the society in question, 
and to accept joint and several liability in regard to the 
production of butter. In general, non-co-operative dairies 
may also be members of these societies The first such 
society Was founded in 1888. Now there are six, in various 
districts of the country ; they associate 275 dairies and 
the total annual business done by them is about 43, 000,000 
crs. 

(2) As regards the co-operative purchase of dairy 
machinery and other industrial apparatus, 175 dairies united 
in 1901 to form the “Co-operative Society for Purchase and 
Manufacture of Machinery for Danish Dairies.” The society 
has 20 sections, and 851 dairies are now affiliated to it. The 
total annual business done by it is about 2,200,000 crs., half 
in connection with the manufacture of machines and half in 
connection with co-operative purchase. The members of 
the society are in no way obliged to make purchases. The 
sociely was first of all only a co-operative society for the 
purchase of ordinary articles of trade ; but it soon began to 
occupy itself with the purchase of dairy machinery requiring 
to be specially fitted up and a workshop for the purpose, and 
began actively to manufacture the machines themselves. 
This was arranged by taking over the succession to a former 
private, well-organised business, the former proprietor of 
which was appointed technical manager, which assured the 
society from the start of the necessary administrative and 
technical competence. The society could thus be placed qq 
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a looting of equality with competitors at home and abroad, 
ahd fulfil the task it has assigned to itself, consisting not so 
tnUch in manufacturing the best machines and implements 
as in directing the business on healthy and honourable lines, 
at the same time avoiding all the various costs of advertise- 
meht, travellers, etc., that the competition of private under- 
takings necessitates. 

(3) The dairy societies occupy themselves with the en- 
couragement of the dairy industry, both from the technical 
and the economic point of view, and especially with the 
protection of the interests of the industry abroad. Their 
activity and efficacy, on which for the moment we shall not 
insist, is guided by the representatives of the dairies con- 
cerned. Most of the dairy associations were founded between 
1890 and 1900 ; to-day there are altogether 21, with a total of 
1,128 affiliated dairies. The local societies have federated 
and formed three provincial associations for the three chief 
regions of the country, and have also become affiliated to the 
“General Organisation of Danish Dairy Societies.” This 
organisation occupies itself with business of general interest, 
such as the answers to be given to questions eventually put 
by the legislative authorities or the Government, in regard 
to the laws and regulations relating to the dairy industry and 
represents the interests of that industry with third parties. 
This central organisation has also other important functions 
relating to farming statistics and statistics of prices of butter, 
butter quotations, etc. The presidential office of these bodies 
is composed of the managers of the three provincial "asso- 
ciations above mentioned, and four members appointed by 
the Committee of Representatives ; each local dairy society 
appoints a representative for every 20 members, and he has a 
seat on the Committee. The Committee of Representatives 
is invested with supreme authority and elects the President of 
the bfgartisation. 
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The Dairy Associations must not be confused with the 
Association of the Technical Dairy Managers, which is a 
league of the Technical Managers and their assistants. Its 
organisation is similar, as it has provincial sections and a 
sfihere of action coinciding in part with that of the dairy asso- 
ciations and on many occasions has collaborated with the 
dairy associations. 

(4) Sometimes independently, sometimes in dependence 
on the dairy associations, the associations for the estimation 
of the value of milk perform the work already described. 
There are 14 of them, affiliating 258 dairies. 

(5) As a central independent organisation of several 
sections of the Technical Dairy Manager’s Association and 
as a special local union of dairies, we have the committee 
for co-operative experiments with a view to the manufacture 
of cheese. This committee proposes to direct experiments 
in cheese-making and cheese-shows, the object of which is — 
on the basis of accurate reports, presented by the various 
dairies, in regard to the methods adopted in cheese-making 
and its preservation in cellars — to decide what may be the 
most suitable means for improving the production, taking 
especially into consideration the general judgment passed on 
the produce obtained. This committee has a member for 
each local section represented. Each member organises the 
shows in his section and, for the purpose of judgment, two 
experts are attached to him', appointed permanently for all 
the sections generally. 

(6) On the promulgation in 1898 of the law on accident' 
insurance, obliging the dairies, as industrial undertakings, to 
pay compensation to their employees in case of accident, they 
formed their own accident insurance society, afterwards so en- 
larged as now to take’ in all agricultural businesses subject by 
the law to insurance, and even voluntary insurance societiesk 
The dairy section of this association now includes 1,311 dairies* 

5 
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EirfaiTy, the dairies are represented by the provincial 
unions of dairy associations on the Central Co-operative 
Committee of Denmark, the central organ representing 
the Unions of Danish Co-operative Undertakings, the duty 
of which is to promote the action of the societies, and 
strengthen their position both at home and in foreign 
relations, in harmony with the international co-operative 
movement. 

HI. Cattla-Rearing Societies in Switzerland.* 

Switzerland is the home of cattle-rearing societies of 
which there are now 850. 

The objects of co-operative societies for cattle-rearing in 
Switzerland are : — 

(U the selection and proper maintenance of the best 
bulls. 

(2) the selection and marking of the best cows and 

heifers. 

(3) the systematic maintenance of animals for breeding 

purposes and the proper rearing of their calves ; 

(4) the regular keeping of a Herd-book with correct 

particulars as to the pedigree of the animals ; 

(5) enquiry as to capacity of productions ; 

( 6 ) the encouragement and facilitation of the sale of 

cattle for breeding purposes, and the protection 
of the interests involved ; 

(7) the exchange of information among the members 

of the society as to questions of breeding and 
feeding. 

Some particulars will now be given as to the foundation, 
the constitution and the work of a co-operative cattle rearing 
society. 

♦ [Being extracts from an article in the International Review of Agri- 
cultural' Economics, (Rome), January, 19161] 
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The society is founded by a certain namiber ^of .agricultur- 
ists or breeders of the same neighbourhood or of adjoining 
districts, who subscribe to the bye-laws. 

The capital required for the purchase of a bull is generally 
collected by means of a quota of from 20 to 100 francs per 
person. The association comprises the general body of memr 
bers, a President's Committee composed of ft;om three to 
seven members, a Committee of Experts or Valuers and 
a Committee Apr the Examination of the Accounts. 
The secretary of the society usually keeps the Herd-book 
and is nearly always one of the President’s Committee. 
The Committee of Experts is generally composed of 
three members who may be all or in part electee^ 
among the members of the President’s committee. The 
share capital may be formed out of subscriptions and pre- 
miums paid by members joining the society, later, from fee* 
for animals entered in the Herd-book (one or two francs per 
head), from prizes gained by bulls belonging to the society, 
and from contributions from the state and the commune. 
The co-operative societies do’ not aim at making large profits, 
but they often endeavour, more especially the larger and 
older societies, to form a reserve fund to meet any eventuality. 
Members are not responsible for engagements made by the 
Co-operative Society to which they belong : it must fulfil them 
exclusively with its own capital. Since 1910 the Swiss Con- 
federation has shared the cost of establishing co-operative 
cattle-rearing societies, granting to them sums of from 100 
to 3QD fraocs. The amovmt of the contribution depeinds on 
the quality of the cattle, and more especially of the bulls be- 
longing to the society, as well as on the correct keeping of 
the Herd-book. 

Individual co-operative societies vary much in importance,,; 
as a rule the number of members is from 10 to 50, but in ex-, 
ceptional cases there are ^ and eyen 190, Tfie nun^b^r pf 
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antmaLs entered in the books varies from 30 to 100, some- 
times even to 200 and more. The territory of a society may 
include one or more communes and extend even over a whole 
valley. 

The choice of sires from among cattle belonging to mem- 
bers is made by the above-mentioned committee of experts 
solely from among animals of pure breed and of the proper 
age. This committee also buys bulls for the society and de- 
cides, generally only provisionally, as to the/ acceptance and 
entry of cows and heifers in the Herd-books. Their definite 
acceptance is in most cases made by the cantonal examining 
commission, which every year revises thp assets of the society. 
Animals to be entered are marked on the left horn with the 
mark of the society and a progressive number. Should the 
animal be sold to any person not belonging to the society, or 
to a butcher, its name is erased from the Herd-book. This 
must be done also, should the animal prove of inferior quality 
or of insufficient reproductive power. The bulls are chosen with 
the utmost care. The societies as a rule keep bulls which have 
certificates for service. A, bull belonging to the society must 
not only possess beauty of form and have proved reproductive 
capacity, but must also be of a good breed and give reason- 
able expectation that its good qualities will be transmitted to 
its descendants. The questions both of descendants and pedi- 
gree are of great importance in the selection of bulls. The 
co-operative societies generally buy only those bulls acknow- 
ledged to be the best, and therefore the prices paid are con- 
siderable, sometimes 4,000 or 5,000 francs and even more. 
It often happens that one bull is not sufficient for the larger 
co-operative societies which are sometimes obliged to buy a 
second or even a third, though others limit themselves to one, 
which they hire. In this case a regular contract is made by 
which members posssessing bulls of good breed agree to put 
^hem 4t the disposal of otljer members on payment of a fixed 
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sum by the society. Bulls thus hired are entered in the Herd- 
book of the society. 

Cows and heifers are not entered in the books unless they 
are of good breed. Since the intervention of Government has 
made itself felt in the breeding of cattle, every animal must 
be examined, according to a uniform system (classification by 
marks, highest number loo). In this way a certain uniformity 
is obtained in the acceptance of cattle, and • now the only 
difference is as regards the minimum number of marks neces- 
sary for entry in the books. In consequence of the improve- 
ment in the quality of the animals the minimum has been 
raised and the examinations are more strict. 

Co-operative societies for cattle-rearing have also brought 
about an improvement in the management of the animals. 
The society generally entrusts its own bulls to the care of 
one of its members who signs a regular contract by which 
he engages to feed and take care of the animal for a certain 
sum as compensation. There are special rules laid down by 
the society for the management, feeding and hiring out of 
the bulls. Besides fodder (hay and sometimes fresh grass) 
bulls should also have a certain quantity of more substantial 
food, under the form of bran, and specially ground oats. 
For cows and heifers there are common pastures. Alpine 
co-operative societies have mountain pa.stures to which they 
can send the animals for the summer months. The societies 
of the valleys are now continually endeavouring to buy or 
hire mountain pastures for the cattle of their members, for 
the beneficial effect of a summer in the mountains on the 
health and development of the animals, especially of the 
younger ones, is well-known. It will be seen that owing to 
the co-operative societies much progress has been made in 
the breeding and management of cattle. The calves are 
more scientifically fed, receiving sufficient wfaole milk for 
,a fpuch longer time, and substantial food as they grow ol4<SFi, 
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T^ey are prepare<fl for the mountain pastures by having full 
liberty in fields adapted to their needs. The development 
Of the animals is encouraged and protected by sound methods, 
too eariy ibreeding being avoided. The co-operative societies 
have also undoubtedly contributed to encourage the breeders to 
perfect themselves by mutual instruction and good example. 

These societies have always made a point of requiring a 
regular registration of cattle and in this respect they are 
worthy of all praise, for breeding could have no durable result 
without a precise knowledge of the pedigree of the animals, 
and thus a carefully kept Herd-book is indispensable. The 
Swiss Department of Agriculture gives precise and minute 
directions as to the keeping of these books, so that the 
^’Stem is uniform throughout all the cattle-rearing territory. 

Private Herd-books, without official character, are of 
little importance now that co-operative cattle-breeding 
societies are widely diffused. 

The society’s registers comprise the following books, 
principal and secondary : 

The Herd-book properly so called, divided into two parts, 
one for bulls, the other for cows and heifers ; 

The Register of Admission ; 

The Stall-Book ; 

The Service Certificates ; 

The Register of Service Certificates ; 

The Register of Births ; 

The Certificate of sale, etc. ; 

The Register of young Animals ; 

The Extract from the Herd-book. 

As already stated the animals to be entered in the books 
of the society must be marked on the left horn. In the 
Register of Admission the name and age of the animal and 
die name of its proprietor etc. must be entered, and from 
these particulars the regular entry in the Iferd-book is rpade, 
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For the exact keeping of the Herd-book, the Stall-feook 
is of great importance ; it must be kept ready for reference 
by every owner of a bull. In' this book must be entered in 
chronological order all the services of the bull, also its name, 
number, and countersign or metal token, also the age of the 
cow and the name of her owner. From the Stall-book these 
particulars are taken for entry in the Herd-book in which 
births must also be registered when duly announced by the 
owner of the calves. If a member should hire a bull other 
than that belonging to the society he must inform the 
society by sending in the Service Certificate. When a bull 
is sold, the owner must give notice to the society by means 
of a special certificate of sale. Note of this must be made 
jn the Herd-book in which there is a space for entering the 
pedigree, the measurements, the classification of the points, 
and the reproductive capacity. . 

An essential part of the Herd-book is that which contains 
the certificates of service given by the federation.. Since 1891 
the Swiss Department of Agriculture distributes to cattle 
owners the best bulls selected according to the Service 
Registers. The certificates are numbered, and contain the 
name, number, countersign and generally the pedigree of 
the bull. Cows and heifers also receive Service Certificates 
containing the name and address of the owner, the name, 
age and marks (number and countersign), the metal token 
(number and entry), and colour of the bull. The certificate 
holds good for four services, and bears the date of its issue 
and the signature of the writer (either the keeper of the 
bull or the keeper of the Herd-book). Another essential 
part of the certificate is the entry of the birth with 
the pedigree of the mother, the day of the birth, the 
name of the calf, the number and the entry of the mark 
on the ear and the date, also the signafUre pf the; 
registrar. , . > 
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iThe calves of such* bulls and cows themselves, destined 
for breeding purposes must bear on the right-ear the federal 
mark placed there by men duly appointed. The owner of 
the animal must confirm the birth and pedigree of the calf 
before the Registrar calling two witnesses as prescribed by 
la:w. The registrars are appointed by district Government 
officers and must be persons worthy of trust, if not the district 
veterinary surgeons. 

The respective cantons must supervise the keeping of 
the registers of service certificates. The registers are sub- 
mitted in June of every year to the Swiss Department of 
Agriculture. Such registers are now in use all over 
Switzerland but more especially in those cantons where the 
Brown breed prevails. Since they were introduced and the 
consequent marking of calves with the federal metal token, 
the pedigree of tlie animals is securely established. Such a 
guarantee is daily required in commercial transactions, offering 
as it does, a means of identifying the animal much more pre- 
cisely and surely than by a paper of written notes. The 
pedigree of the animal is also proved by the federal Herd- 
book, and in later times by pedigree tables, which are be- 
coming more and more general from their clearness and 
completeness. The appraisement of descent considered in 
the adjudication of prizes, and in part also in the admissibility 
of the bull for service, is calculated by marks. 

A pedigree book is a new factor in guaranteeing pedigrees. 
It treats of the best breeding stocks and their descendants. 
In researches for purity of blood it is one of the -best 'helps 
and renders excellent service in the purchase of animals for 

I 

breeding. In 1911 the Swiss Agricultural Department 
published a pedigree book for the territory in which the 
Brown Swiss prevails. In 1914, a similar book appeared for 
the Fribourg breed, edited, with the aid of ,a grant from the 
Government, by the Federation of the canton of Fribourg. 
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Though the co-operative societies have displayed g^at 
efficiency in promoting regular registration and in keeping 
exact records of pedigree the same cannot be said with 
regard to records of productive capacity. There are some 
data successfully kept as to the produce of milk, chieBy on 
the great estates with stall farms, but these are few in com- 
parison with the great extent of the breeding districts and 
the number of co-operative societies. The reasons for this 
arise partly from the natural conditions of the country. In 
the higher mountain regions nearly all the animals for 
breeding spend the v/hole summer in the Alpine pastures, 
exposed to continual changes of weather which cause 
difficulty in the study of their capabilities. Yet we cannot 
say that it is better in the valleys and that there is no need for 
greater care in such matters. Efforts are, however, being made 
for investigation, and sooner or later they must bear fruit. 

IV. Co-operative Farm Implements Societies in Ireland.— 

Though the war has caused an advance in the price of 
farm produce, and would therefore lead to an increase in the 
arable area, it should be borne in mind that it has also brought 
about a great shortage of manual and horse-labour on the 
farm. As a consequence of this fact, the difficulties of the 
arable farmer have greatly increased. 

The shortage of both kinds of farm labour could un- 
doubtedly be overcome by the use of labour-saving imple- 
ments on a more extended scale. Except in very large 
farms, however, the introduction of such machinery presents ' 
another difficulty ; farm machinery is very costly, and average 
farmers of medium-sized and small farms have not sufficient 
capital to purchase the necessary machinery for a large 
extension of their tillage area. 

This statement is specially true of Irish formers, and, 
realising this difficulty, Mr. T. Wlbberley, Agricultural Expert 
6 ' 
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to the Irish A(iricultural Organization Society, a few years 
agd, devised a co-operative farm implement scheme, through 
tte operations of which it has been possible to place practi- 
cally every farm implement, from a one-horse plough to a 
high-power agricultural tractor, at the disposal of farmers 
who become members of the co-operative implements societies. 
Furtlter, the implements have been made available to farmers 
by the use of a merely nominal amount of capital on the 
part of the individual farmer. 

The Formation of a Co-operative Farm Implements Society , — 
When it has been decided by a community of farmers to 
start a co-operative farm implement society, a general meeting 
is held by those interested in the project. At this meeting, 
with the help of a co-operative organiser (who always attends 
for the purpose) the following matters are dealt with : — 

(1) The formation of a Committee, consisting of a 

Treasurer, a Secretary, and about nine ordinary 

members ; 

(2) The drafting of general rules for the future govern- 

ment of the society ; 

(3) The financing of the society ; 

(4) The drafting of by-laws in accordance with which 

the society’s implements are let out on hire. 

The committee are empowered to raise the necessary 
capital for the financing of the society, and to transact all 
business appertaining to the society. 

Capital . — The capital is invariably obtained in the form of 
an overdraft from the local branch of a joint-stock bank. .The 
committee act as guarantors for the amount of the overdraft, 
and are thus directly responsible to the bank for the security 
of the amount involved. 

On the other hand, each shareholder in the society signs 
a form making himself responsible to the committee for the 
payment of his shares in full, in the event of the society 
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meeting with financial disaster. The object is to make every 
individual shareholder financially responsible, and since the 
overdraft is not greater than the amount of shares allocated, 
the committee are guarded . against any financial risks. As 
a rule shares are issued, and each member is obliged to 
take at least the minimum number of shares specified by the 
comtpittee, and also pay on each share at the time of allocation 
whatever amount the committee decide. 

As a rule each member is required to take at least five £i 
shares and pay on allocation the sum of 2s. 6d. per share. 
The rate of interest charged by the joint-stock bank to a 
co-operative society is very low, usually 4 ^er cent., and it 
should be understood that interest is charged only on the 
amount of the overdraft which the society actually has in 
use, that is to say, if a permissive overdraft of £$00 has been 
obtained, and only £200 is used, interest is only charged on 
the latter amount. 

Hiring of Implements . — The bye-laws controlling the rates 
and terms of hire of the society’s implements are framed— 
again with the expert assistance of an officer of the Irish 
Agricultural Organization Society — to meet the specific 
requirements of the particular district. 

As a general rule, the implements are hired out in the 
order in which applications for them are made by the members, 
but since the main object is to encourage tillage, precedence 
in the use of an implement is given to the member who 
wishes to use the implement for the longest period. That 
is to say, if on the same day two men require the use of a 
corn-bin(^er, one having 10 acres of corn and the other 2 acres, 
the former takes precedence, and so on with all other imple- 
ments. If in the case mentioned a second binder is not 
available then the applicant with 2 acres of corn has no 
alternative but to harvest his crop in the ordinary manner, 
that is, with an ordinary manual reaper and in some of ihf 
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poor districts with a scythe. Such action gives an opportunity 
fdr the display of one of the finest features of the co-operative 
..thOvement, viz., the exercise of private co-operation amongst 
’ the memhers themselves. For example, in the case referred 
to, the farmer who has been fortunate enough to secure the 
use of a corn-binder, requiring at the most only one other 
manual helper for the harvesting of his crops, would in most 
cases come to the help of his fellow-farmer by lending to him 
those of his own workers whose help is not immediately 
required for the saving of his own corn. It may also happen 
that a farmer with only a small amount of tillage is 
debarred from the use of several implements, and one might 
be surprised that such a farmer persists in remaining a 
member. 

In actual practice, however, it usually happens that the 
farmer who requires the use of expensive farm machinery 
himself possesses the cheaper implements, and thus does not 
require to hire such implements from his society ; in con- 
sequence, the cheaper implements are more at the disposal 
of the smaller and poorer farmers, who individually cannot 
afford to buy them. 

Further, the greater the amount earned by the machinery, 
the stronger the financial position of the society becomes and 
the sooner more implements can be purchased. As will also 
be readily understood, the greater the demand for any parti- 
cular type of implement, the more of such implements are 
purchased by the society. 

As a general rule, the rate at which the implements are 
hired out to members of the society is about half of what 
it would cost to carry out the various operations under the 
old regime. If,' for instance, potato-sorting by hand costs 
tjs. per ton, the potato-sorter is hired out at ys. 6d. per ton. 
If com*binding with the manual reaper costs 15s. per acre, 
then the combined reaper and binder is hired out at ys. 6d. 
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per acre. Again, if the ploughing of stubbles by horse-labour 
costs los. per acre, a double disc harrowing with the agri- 
cultural tractor (which tills the land more effectively) is 
undertaken at the rate of 5s. per acre. In the case of corn 
threshing, the usual rate is a half-penny per stone threshed. 

Implements for Nothing . — Apart from the great saving 
effected in the cultivation of land and the harvesting of the 
crops through the operations of an implement society, it is 
remarkable how soon a well-conducted society can earn 
sufficient to pay for the initial cost of the implements. 
Many instances are on record where a society commencing 
with two binders has in one harvest earned sufficient to 
purchase a potato-digger. The potato-digger has gone 
out on hire, and in its first season has earned sufficient to 
buy a corn-drill, which in like manner has earned the price 
of a horse-power sprayer, and so on. It is usually in such a 
small way as in the preceding case that a society commences its 
operations. Once the farmers of a district recognise the utility 
of such a scheme, the membership increases very rapidly. 
Automatically the society’s borrowing powers increase, and 
it is then in a position to undertake the purchase of the more 
expensive implements, such as agricultural tractors and 
complementary implements, combined threshers and finishers, 
and mole-draining plants.* 

IV. The Oxford TJaiversity Co-operative Society, Limited.— 

Every day the conviction is being forced on us that the 
fundamental idea on which the future civilization of the 
world'wouFd be based is the co-operative idea. In Europe 
and in India co-operation has worked wonders in eifccting 
agricultural development ; in urban life also the co-operative 
idea is making great progress. Surely the co-operative 

[♦ Based on an article by Mr. T. Wibberley in the Journal of the 
Board of Agriculture,'] . ,, 
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tnovement is one in which the Universities — specially the 
nW teaching and residential Universities about to be started 
in various parts of India — should be interested. In the United 
States the Harvard and Madison Universities, in Ireland 
th(S Dublin University and in England the Oxford University 
haVe already Co-operative Societies as working models. Here 
we intend briefly to notice the aims, objects and the organiza- 
tion of the Oxford University Co-operative Society, Ltd. 

Tbwards the end of 1913 a number of under-graduates of 
the Oxford University decided to form a Co-operative Society 
of which the membership was to be confined to members of 
the Oxford University and to those teaching or undergoing 
instruction there. The objects of the Society were declared 
to be : 

(t) To show in a practical way the ideals, advantages 
and possibilities of Co-operation as an instrument 
of Social Reform ; 

(it) To encourage the payment of cash for goods and 
to discourage the credit system by the ad- 
vantages of dealing at the society’s store, and by 
special discount arrangements with Oxford firms ; 

(m) To favour goods produced under fair conditions 
as to hours, wages etc., and specially goods of 
co-operative production ; 

{w) To lessen the cost of living at the University. 

The movement was able to secure the good wishes of 
Lord Rosebery and of other public men as well as the 
well-known authorities on Co-operation who were members 
of the, Honorary Council ; and a number of Heads of Colleges, 
Professors, Fellows and Tutors became Shareholders. On 
the 18th of May, 1914, the Oxford University Co-operative 
Society, Limited, was duly registered under the Industrial 
and Provident Societies Act of 1893, and began business as 
dealers in groceries, tobacco and athletic goods. 
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Any graduate or undergraduate of the University or other 
person teaching or studying at it may become a member — 

(i) by taking at least one share. Shares are nominally 
£^, but only los. need be paid up on each. Five 
per cent interest is paid on all shares : the share ' 
money may be repaid when a member leaves the 
society ; and 

(it) by paying an entrance fee of is., which covers cost 
of Registration, copy of the Rules, and share 
passbook. Societies, Clubs and Institutions may 
also become members. 

Purchases from the Society are either (f) made for cash 
or (rV) by arrangements, through a college store in the ordinary 
way ; or (frV) charged to a deposit account, which may 
be opened at any time and will bear interest on sums of 
£i and over ; or (w) by credit in the case of college stores, 
societies etc. 

The management of the Society is in the hands of a 
Committee appointed by its members. The shop and the 
paid staff are under the control of this Committee. 

The advantages of membership are thus described : — 

(i) All profits are distributed among members at regular 
periods in proportion to the amount of their 
purchases. A member who holds one share 
and who purchases all he needs at the store gets 
far more dividend than a man who holds two 
hundred shares and buys little. 

(?) Interest is paid at 5 per cent on capital invested 
, (which may be from los. to £200 ) ; also interest 
is paid on deposits of ;^i and over. 

(3) Dividend is also paid on purchases made at the 
Oxford Co-operative and Industrial Society and 
at a number of the leading Oxford shbps, a list 
of which is given to each member. Purchases 
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made at these latter firms rank as purchases 
made at the O. U. C. S., and help to increase 
the total dividend. The discount is paid in the 
following way, in order to save J^rouble to the 
tradesman and to the customer and to prevent 
persons not members of the O. U. C. S. attempt- 
ing to obtain the discount. Each firm has a 
duplicated receipt book stamped O. U. C. S., 
etc., and gives to each purchaser at the time of 
payment a receipt form with share number of 
purchaser, amount paid, name of firm and date 
of purchase. The customer pays the amount of 
purchase in full and keeps the receipt. The 
firm keeps a duplicate and at the end of term or 
other period agreed upon sends all duplicates 
and a cheque for total amount of all purchasers’ 
discount to the Bankers of O. U. C. S. who 
distribute the discounts to members together 
with its ordinary dividend. 

(4) By control of their business members of O. U. C. S. 
ultimately control the sources from which the 
goods are obtained and have it in their power to 
enforce such conditions as they desire in regard 
to production and quality. 

This scheme is certain to have the double advantage of 
benefiting the under-graduates of the University in their 
college life, and of giving them a personal acquaintance with 
the principles and practice of a great movement, with vast 
potentialities for the future good of the human race. Oxford 
is to be congratulated on being the first University in England 
to promote such an enterprise. 

One great advantage of the scheme is that it would lower 
tlw cost of living in the University— a point of great im- 
portance to students, their parents, and to the University 
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itself. It should have somewhat of the effect of a universal 
scholarship, and this, in the competition between Universities, 
is of great importance. 

It should, moreover, familiarize the members with practi- 
cal economics. The demands made on modern Universities 
to-day are much greater than in the past. It is demanded 
of them that not only are they to impart to students a general 
culture, but that they are to fit them to cope with the great 
economic and social problems which in modern times are 
throwing in the background all other problems. They are 
required to be practical as well as ideal in their methods. 
The education in economics, to be effectual, must be practical 
as well as theoretical. No one can learn science from books 
alone. Natural science, as expounded in the lecture-room, 
must be supplemented by practical experiments in .the 
laboratory. One could hardly imagine bacteriology, physio- 
logy! or chemistry being learned without the use of the 
miscroscope, the dissecting knife, the crucible, or the retort. 
And it is equally true of economics that theory only becomes 
really illuminating when it is conjoined with practical under- 
takings such as the O. U. C. S. 

The establishment of teaching universities with limited 
local jurisdiction in different parts of India affords excellent 
opportunities for making new co-operative experiments on 
the model of the O. U. C. S. With advantages so obvious 
to all and with such an illustrious working model before 
it, we hope each of the new Universities will seriously 
take ' up the problem of starting its own Co-operative 
Society. 

VI. The Rochdale Pioneer’s Society.— 

One of the earliest and most successful of the co-opera- 
tive stores in Great Britain was established abpuf the middle 
of the last century, and it had an origin so humble as at the 
7 
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time scarcely to attract any notice. It appears that in the 
year 1844 there was great depression in the flannel trade 
at Rochdale, and as the wages of the weavers were much 
reduced, the fact seems to have impressed itself upon some 
of them, that their scanty earnings did not go so far as they 
might, because the articles sold to them in the ordinary retail 
shops were dear and often much adulterated. Twenty-eight 
of these poor weavers accordingly agreed to club together 
a small sum in order to purchase some tea and sugar from 
this common stock paying ready money for it, and giving 
the same price for it as they had been charged at the shops. 
They did not expect to secure any considerable profit ; the 
object they had in view was not so much to obtain a good 
investment as to avoid purchasing dear and adulterated 
articles. But they found that a very large profit had been 
realised. The. great advantage of the plan became manifest, 
for not only were they provided with a lucrative invest- 
ment for their savings, but they obtained unadulterated 
tea and sugar at the same price as they had been obliged 
previously to pay for these same articles taken when their 
quality was deteriorated by all kinds of adulteration. A fresh 
stock of tea and sugar was, of course, purchased. Other 
labourers were quickly attracted to join in the undertaking, 
and subscribe their savings. '■ 

In 1856 this society, now become famous as the Rochdale 
Pioneers, possessed a capital of about 2,900. The business 
was not long restricted to articles of grocery ; bread, meat 
and clothing were all sold on the same plan. Their capital 
so rapidly increased, that they were soon enabled to erect 
expensive steam flour-mills ; and a supply of pure bread 
was thus ensured. During many years, this Pioneers’ Society 
has attrelcted frequent public attention ; for it has gradually 
grown into a vast commercial institution, embracing a great 
variety of trades. The society occupied, in 1906, forty 
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branch establishments in Rochdale, besides its central building 
which was erected in 1867 at a cost of nearly ;£'i4,ooo. 

Tlie share capital of the stores so rapidly increased that 
it possesses far more than sufficient to carry on its business. 
In 1906 the Pioneers’ Society had 13,333 members ; a share 
and loan capital of ;^30S,244 ; and an annual trade of 
£2^2, ^g 2 . After paying a small fixed dividend upon capital 
the remaining profits are distributed among the customers 
of the stores in proportion to the amount of their purchases ; 
this bonus is sometimes received in cash, but may be re-inve.st- 
ed as capital in the society. As already stated, a capital far 
exceeding the amount required for carrying on the business of 
the stores has been accumulated. This capital is invested in 
various ways, some of it in the support of other co-operative 
societies, and in local industries ; and a large amount is 
inve.stecl in mortgages to members, chiefly on dwellings 
occupied by themselves. 

The remarkable success achieved at Rochdale naturally led 
to the establishment of similar stores throughout the country. 
In many of the manufacturing towns in the north of England, 
the working classes deal almost entirely at these stores ; but 
they have not been established in the large towns only, for 
they are now frequently to be found in agricultural villages. 
Exclusive of the large London stores such as those known 
the Civil Service and the Army and Navy, there were in 
1914, 1385 retail co-operative stores in the United Kingdom 
with a membership of 3,055,828 and a Share, Loan and 
Reserve Capital of ;£^58,305,4i2 ; their annual sales amounted 
to 32,3 16,095 they yielded a profit of ;^I4,542,623. 

As previously remarked, the profits realized in these 
stores are distributed not amongst the employees, but amongst 
the customers and the share holders. The particular method 
of distributing the profits which has been adopted ai nearly 
all the stores is extremely simple, and is the one originally 
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agreed upon at Rochdale, which we will now describe. Each 
customer, when he makes a purchase, receives certain tin 
tickets which record the amount of his purchases. The 
accounts are made up at the end of each quarter, and 
after a fixed dividend at the rate of 4^^ p. c. per annum on 
share capital up to ;CS0 and 2^ p. c. on share capital over ;^50 
has been paid, the surplus profits are divided amongst the 
Customers in proportion to the amount of their purchases. 
Each customer brings his tin tickets, which serve as a record 
of the amount he has purchased. The goods are sold at 
the prices which are current at the the ordinary retail shops. 
The business is strictly a ready-money one. Under no 
circumstances, whatever, is any credit given. The strict 
adherence to this rule has ddtibtless contributed more than 
any other circumstance to the remarkable success of these 
stores. 

The Rochdale Pioneers’ Society is not only a great com- 
mercial institution but also a potent educational influence 
in its area of operations. For it maintains out of its pro- 
fits several news rooms well supplied with newspapers and 
periodicals, a lending library of more than 16,000 volumes, and 
a reference library of 2,821 volumes ; scientific instruments 
are also kept for the use of the members. The society also 
organises holiday excursions at suitable seasons for its 
members and employees, to many of the most picturesque 
parts of England, Scotland and Wales. 

VII. Co-operative Electricity Societies.*— 

One of the most noteworthy recent developments in 
German co-operation has been the rise and rapid extension of 
societies for providing rural districts with electric light and 
power. In 1900 there was not a single registered electricity 

[♦Based on Mr. Capill’s Report on Agricultural Credit and Agricultural 
Co-operation in Cermany.] 
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Society ; in 1907 there were 16; at the present time, their number 
may be estimated at between 600 and 700. The use of electric 
light and power is to be noticed in even quite small villages in 
most parts of the country and electric motive power is consi- 
derably utilized by large towns in many of the more Eastern 
Prussian provinces. Its use by farmers has been stimulated 
by the marked increase in the employment of large and small 
agricultural machinery ; threshing machines, hoes, cultivator’s 
mills, milk centrifugal machines, etc. are now very commonly 
driven by electricity. The dearth of farm labour has been 
another concurrent factor. Apart from the advantage of 
saving or replacing t,he labour, whether of man or beast, elec- 
tricity is advantageous for farmers through the low cost of 
maintenance of the electric apparatus, the absence of running 
expenditure when not being utilized, the rapidity with which 
it qan be put in operation, its simplicity for handling, the 
facility with which the motor can be applied to the working 
of several machines simultaneously, its precision, its cleanli- 
ness, its freedom from danger of fire, and, under normal con- 
ditions, its comparative cheapness. Smaller farmers are 
making an increasing use of electric power. 

There are three principal groups of such Co-operative 
Electricity Societies : — (i) tho^e producing and distributing 
electricity ; (2) those erecting their own conductor installation 
but obtaining their supplies from others ; and (3) those re- 
presenting merely combinations of persons for obtaining elec- 
tric supplies by guaranteeing a minimum purchase of current 
or to obtain reduced rates therefor. The great majority of 
the present societies fall in the latter category. By co-pera- 
tive action cheap electricity is obtainable by small farmers 
even of the remotest village. 

Public authorities (Provincial, District, Local, as well as 
the State Railway authorities) have materially- assisted the 
movement xt bring electricity withjri the reach of the in* • 
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habitants of country districts. In one province a large number 
of communes and districts have become share holders and 
consumers in coroperative control stations, and thereby given 
considerable solidity to the particular undertakings. Such 
participation is specially important for electrical undertakings 
depending largely on agricultural consumers, who require 
power for only a few months in the year, although they use it 
then to such a considerable extent that the conducting lines 
and sub-stations must be upon a considerable scale. 

. VIII. The Co-operative Hospital in Spain.— 

The co-operative hospital at Barcelona consists at present 
of 103 societies with a total membership of 2i,o<x>, the num- 
ber ol those entitled to use the institution being 1 17,000, since 
the privileges of a member extend to his or her wife'or hus- 
band, children, parents and parents-in-law. Each member 
has to pay an admission fee of 1.50 pessetas {\s. 2 \d.) and 
a monthly contribution of OTO pessetas (one penny). When 
a member is ill, he is received by the institution, which for a 
sum of 3 pessetas (2s. 5d.) per day provides food and medical 
attention, including surgical operations. The institution was 
founded in 1904 by the Barcelona Waiters’ Union and Friend- 
ly Society. It began with one society of 800 members and 
with 5 beds. It has now 55 beds. The present building is' 
held on lease, but the new one will be the property of the 
Society. “La Quinta de Salud la Allianza” has cared for 
2,148 in-patients, 83 per cent of whom were operated upon. 
It has free general dispensaries and surgeries for diseases of 
the eye, throat, nose, ear, etc. U[5 to now 82,006 patients 
have been gratuitously attended in these dispensaries. There 
is no interference with the political, religious and social ideas 
of members and patients. 

The members of the Society are greatly indebted to the 
noble generosity of Sen6r Don Juan M. Grino Farges and 
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Senora Dona Rosa Robert de Grino, who have made a gift of 
125,000 pessetas (;^5,ooo) for the purpose of acquiring the land 
on which the new Co-operative Hospital is to be erected. The 
hospital is attended by fourteen doctors, two resident students 
and two midwives. Dr. R. Girona Trins, the founder, is at 
the head of the staff and of the institution. 



CHAPTER III. 


RURAL INDEBTEDNESS IN INDIA. 

According to the census of 1911 agriculturists in India 
number twenty-two and a half crores and they form 71 per 
cent of the total population in the whole of India including 
the Native States. And what is the general condition of the 
common agriculturist in India ? — well — 

. Bowed by the weight of centuries, he leans 
Upon his hoe, and gazes on the ground. 

The emptiness of Ages in his face. 

And on his back the burden of the world !. 

The one universal truth in regard to agriculturists all over 
the world is that they must borrow. Another fact that is 
equally true of almost every country in the world is that it 
has been always difficult to obtain agricultural credit, because 
the individual credit in tlie case of the agriculturists is small 
and the whole of the banking credit has been confined to 
commerce and industries. At the same time agriculturists as 
a class cannot avoid borrowing. But unfortunately they have 
never been able to obtain cheap and easy loans, principally 
because the credit they could offer was small. It is also un- 
fortunate that while commercial credit can be obtained easily 
and cheaply on scraps of paper, agricultural credit, although 
it can offer tangible or real security — such as live ptock, land, 
or future or standing crops— has invariably been far dearer 
than commercial credit. The reasons appear to be as follow 
(1) the ignorance of the agriculturists ; (2) their distance 
from ^he towns where banks are situated ; (3) the reluctance 
of the banks to extend small transactions to villages among 
an ignorant people ; and 4) the want of sufficient knowledge 
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regarding the substance or integrity of the borrower. For 
these reasons it has always been necessary in India — where 
agricultural indebtedness has for a long time been a growing 
evil — that the agriculturists should have some form of cheap 
and' facile credit — not so facile, however, as to lead to extra- 
vagance and abuse — adequately surrounded with proper safe- 
guards. Credit has been aptly compared to fire, which is useful 
only when kept under strict control. “Free, unrestricted cre- 
dit to agriculture in isolation is a positive danger : credit in 
association, guided and influenced in its use by the wiser 
counsels, by the increased self-respect and self-restraint which 
association produces, is a powerful restorative, an educative 
and disciplinary agent, a national necessity.” Guarded and 
productive credit, then, not merely cheap credit, is what is 
needed ; organised credit will act as a restraint on the bor- 
rowers, and prevent unintelligent or extravagant use of the 
loan. The development of the man himself should be faci- 
litated, and not merely the rapid spread of banks ; any move- 
ment which aims only at the latter object is one-sided and 
radically defective. 

This subject of rural indebtedness in India is one of the 
most chronic and difficult problems which the Government 
of India have been called upon to .solve. The Famine Com- 
mission of 1880 drew attention to this question in the 
following words — “We learn from evidence collected from 
all parts of India that about one-third of the land-owning 
class is deeply and inextricably in debt and that at least 
an eqyal pgrtion is in debt, though not beyond the power of 
recovering themselves.” We find a gloomier picture of the 
indebtedness of the agriculturists in the report of the Famine 
Commission of 1901 — “In his .evidence before us, the Chief 
Secretary of the Bombay Government said that per cent 
of the land in Broach had passed into the possession of the 
money-lending classes ; and from a report of the Colieet^r 
8 
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of ‘ Ahtnedabad, it appears that in his district, expropriation 
of the old owners has also made considerable way. Taking 
all these statements into account, and comparing them* with 
the evidence we have recorded, we think it probable that at 
least one-fourth of the cultivators in the Bombay Presidency 
have lost possession of their lands, that less than a fifth are 
free from debt, and that the remainder are indebted to a 
greater or less extent.” 

. According to that most competent observer Mr. William 
Crooke, from $6 to 78 p. c. of our cultivators are in debt. 
Sir Theodore Morrison thinks that the average is abput two- 
thirds of the whole body of cultivators who generally borrow 
from the village money-lender at exorbitant rates of interest. 
From a return- furnished at the first All-India Registrars’ 
Conference held at Simla in 1906 we find that the rates of 
interest charged by the village money-lender on agricultural 
loans to ordinary cultivators are, — 


Provinces, 

Rates. 


Madras 

12 to 15 per cent. 

Mysore 

12 

)) 

Bombay 

12 to 15 


Central Provinces 

18 to 25 

>» 

Bengal 

18 to 25 

>) 

Eastern Bengal 

18 to 24 


Assam 

17\ 

)) 

Punjab 

Oudh and Meerut Divi- 

24 

)> 

sions of the U. P. 

12 to 18 

w 

Other Divisions of the 


* 

U. P. 

17\ 



According to Mr. Wolff “there are oppressive debts for 
which raiyats are charged from 25 to 75 and sometimes ic» 
per cent and even more — one Registrar instances a case of 
1340 per cent I” 
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! A special difficulty arises from the fact that the agri- 
culturists want loans for other purposes than agriculture : for 
these loans they have to fall back upon the money-lender. 
The result is that the common cultivator lives in debt year 
inj year out, atid is too often ruined by the mahajati (the 
village money-lender). In most cases the cultivator is over 
head and ears in debt to him and can hardly get out of his 
clutches. At harvest, he is compelled in a great many cases 
to sell his produce to the, ma/td^'an at the ma/iqfan’s rate and 
is cheated only too often in the weighment as well as in the 
rate. The bulk of the money he earns goes to pay the 
rent and the. too heavy interest on his former loans. 
Between harvests the poor man has to borrow again for the 
necessities of life, and this hopeless cycle of heavy loans and 
meagre repayments plunges him deeper and deeper in debt. 

Nor is the case of the poor artisan in the villages any 
the better. The weaver, the boat-builder, the blacksmith, 
are all in the same state of chronic indebtedness. For the 
purchase of raw matetials the artisan has to borrow, and so 
pressing is the demand of the mahajans that he is compelled 
to sell off his manufactured produce at once at what price he 
can get, too often to the mahajan himself. He has to borrow 
for his food and his clothing, for the payment of rent, for 
every necessity and luxury of life. He has to borrow his 
capital and he borrows it at an enormous rate — and too often 
he cannot get sufficient capital for his needs. Sir Daniel 
Hamilton expressed these circumstances very tetsely when 
he said that one must buy one’s finance cheap and sell one’s 
produce dear to make one’s industry profitable, but the 
Indian artisan and cultivator buy their finance dear and 
sell their produce cheap, and the consequence is that they are 
imposed on at both ends, and live in perennial poverty with 
scarce! any hope of bettering their position. 

The reason for this deplorable state of affairs is to be 
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found in the villager’s want of thrift. Want of training as to 
how to .save and put by, hereditary instincts and customs of 
extravagance at wedding, and other ceremonies, and above 
all, the want of a safe place where to keep the savings — all 
these contribute to the absence of thrift among the Indian 
tural folk. The result is that the majority of our villagers 
are absolutely dependent on the village mahajan or sowkar — 
as. absolutely, in fact, as they are on the rainfall or on the 
sunshine. The mahajan supplies the capital which maintains 
the cultivator and his family while the crops are maturing, 
and he furnishes the means to meet exceptional emergencies, 
such as the loss of stock or the celebration of marriage. But 
there ai« certain defects in the methods of money-lending by 
the mahajan viz, — 

(1) doing business with an insufficient amount of capital ; 

(2) a desire to defraud the innocent borrower or to 

possess his land ; 

(3) reluctance to receive repayment in small instal- 

ments ; and 

(4) the tendency to grant loans for unproductive purposes, 

because the mahajan is anxious to promote his 

own selfish interests by the ruin of his client. 

All these defects could be remedied by means of co- 
operative credit societies. They supply sufficient capital for 
the needy members ; they take money 'in small instalments, 
as • they keep regular accounts of their transactions with their 
borrowers ; they have no fraudulent desire to ruin one of their 
own members ; and, above all, the members who manage 
these societies acquire a training in business methods and 
organisation which fit them for local self-government. But 
various stages had to be passed before these societies were 
introduced into India. We now proceed to summarise them. 



CHAPTER IV. 

PRELIMINARY EXPERIMENTS. 

It was in 1882, on the initiative of Sir William Wedderburn 
who was then District Judge of Poona, that the Government of 
India proposed to the Government of Bombay the experi- 
mental establishment of an Agricultural Bank in the Purandhar 
Taluqa in the district of Poona for providing capital to agri- 
cultural classes on reasonable terms. The principle of operation 
of the proposed bank was to borrow money at moderate interest 
from capitalists, whether Indian or European, who were 
willing to lend, and to lend it to ryots at a higher rate, but 
at one considerably lower than that commonly exacted by 
the sowcar. The security was the ryot’s industry and 
honesty, attested by the fact that he had till then been able 
to live, while paying as much a.s 24 per cent on his borrowed 
capital, and had scrupulously paid his debts whenever it was 
possible for him to do so. 

The Government of India Were prepared to clear the way 
for this experimental bank — (i) by liquidating the debts of 
the agriculturist within the selected area, on the understanding 
that the Government advances would be taken over by the 
bank when it started business ; (2) by allowing the bank, for 
a time at least, to recover its loans through the revenue 
courts ; (3) by assigning in some cases priority to its loans ; 
and (4) by remitting stamp duty and other dues for a certain 
period in its favour. The Bank was to be at liberty to make 
loans for any purposes or to any persons having a transferable 
interest in land within the Taluqa, but it was to engage to 
limit the rate of interest on all loans to a maximum of 12 per 
cent and to conform, in respect io other matters, to the rules 
prescribed by the Government, • 
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The Secretary of State, however, did not approve of these 
recommendations to assist ‘private enterprise in the manner 
proposed. He showed that there were very great difficulties 
in the liquidation of the agriculturists’ debts and in advancing 
fresh loans. He also said that if a private bank were to be 
assisted by Government machinery in the recovery of its 
debts, it would virtually be a Government institution, and the 
Government would incur all the unpopularity and odium of 
collecting debts which, though private obligations, were treated 
as public demands. The scheme was, besides, unpractical 
and financially unsound. It was accordingly dropped. 

Although the scheme fell through, yet it must be conceded 
that Sir William Wedderburn was the first to perceive the 
magnitude of the Agricultural Indebtedness Problem in India 
and to devise practical means to solve it. The thought cur- 
rent started by him ultimately gave birth to the idea of 
introducing the Co-operative Credit Movement into India, 
for, the problem, as originally perceived by him, has been 
always the same viz., how to supply the Indian ryot with 
capital without the loan becoming the cause of his ruin. 

The same problem presented itself in Madras. In 1892 
the Madras Government directed Mr. (afterwards Sir) F. A; 
Nicholson to furnish a report on the possibility of introducing 
into the Madras Presidency a system of Agricultural or other 
Land Banks. He took immense pains in examining the 
agricultural credit organisations of Europe and America, and 
was many years engaged at his work. The result of his 
labours is embodied in his voluminous “Report oh ,Land and 
Agricultural Banks” which is “a monument of research and 
a perfect store-house of information” giving a general sketch 
of the various systems of agricultural credit. The discussion 
thus initiated by Sir Frederick Nicholson’s memorable work 
was continued by Mr. Dupernex, a civilian in the United 
Provinces, in his “People’s Banks for Northern India.” 
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The Government and Government officials continued to 
take greater interest in the movement. In the Hindu caste 
system, in the Moslem sentiment of common brotherhood 
and “one for all,” in the Punchayet system, and particularly 
in the Nidkis of Southern India, they found ample evidence 
of the people’s natural aptitude for co-operation. Something 
should be said here about these Nidkis or indigenous Mutual 
Loan Funds. 

The Nidkis originated in Madras in the fund called the 
Sadar Court Fund, open to officials only ; it seems to have 
been started about the middle of the last century when 
Schulze-Delitzch and Raiffeisen were initiating the co- 
operative movement in Germany. But tlie fundamental 
principle viz, that of association for mutual credit is found 
in the indigenous, ^^kuttu-chittu" system which is universal 
throughout the presidency. This latter system depends upon 
(i) association, (2) confidence, and (3) honest dealing. Briefly 
the system is as follows — a number of men unite to subscribe 
periodically a small sum each ; say fifty iden agree to pay 
one rupee per month for fifty months; each month fifty 
rupees are subscribed, and lots are drawn for the total sum ; 
the winning lot takes the pool ; next month the same fifty 
subscribe, but in drawing for the pool previous winners are 
excluded ; this continues for the whole fifty months till 
each subscriber has received Rs. 50. This practice gives men 
the use in lump of a considerable capital, repayable by 
small and easy instalments ; it is most useful for building 
houses, starting a shop, buying a pair of cattle or a piece of 
land. 

A further development, however, is next found ; the 
subscribing members, or more usually, the promoters of the 
fund, desired to obtain definite and increased profits for them- 
selves, drawn from the need of the subscribers ; instead, 
therefore, of drawing for the pool, it was put up to auction 
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in lump or in lot ; the lowest bidder took the lowest sum 
below Rs. so, say 40, obtained only that sum, but gave a 
chit or promissory note for Rs. 50 ; the difference, Rs. 10, 
was divided as profits among the other members. 

The first Nidhi further developed the system ; about 1850 
certain employees discovered that they were being ruined by 
usurers and determined to start a fund to give persons of 
fixed income a chance of borrowing at equitable rates. The 
first fund was a “terminating” society with a seven years’ 
period ; each subscriber agreed to pay for 84 months, when 
the fund would be wound up and shares repaid at Rs. I02| 
per 84 received. From the collection loans were granted to 
members at per cent interest with penalties for delay ; the 
loans repayable by the monthly subscriptions, were usually on 
mortgage and the order of granting them was determined by 
lot. 

The next step was to make the societies “permanent” ; 
that is, fresh series of shares were periodically and frequently 
issued, and it was these only, and not the society, which 
were wound up as each series matured so that subscribers 
were continually coming in and going out. The essence of 
these societies is mutuality ; it is a group of men united to 
to help one another by a common contribution of funds which 
are to be lent out to members only for their sole benefit j all 
profits derived from the transactions are to return to mem- 
bers, so that all benefit : the non-borrowing members by the 
receipt of profits, the borrowing members by the use of the 
loaned capital and by a portion of the profits which they have 
contributed to the society. 

These Nidhis find their clients among a more educated 
and advanced class than the rural agriculturists, to whose 
needs their constitution is not well adapted. But the fact 
that, notwithstanding numerous failures, and much discredit 
attendant upon a period of speculation they attained a con- 
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siderable degree of success (since in 1903 they included some 
36,000 members with a paid up' capital of 75 lakhs),, suggested 
to many high officials the possibility of establishing true co-» 
operative credit societies among the Indian people. 

Before, however, any legislation was undertaken by the 
Government for introducing co-operative credit societies into 
India, Sir Anthony (now Lord) Macdonnell did the pioneer- 
ing work by establishing in 1901 two hun(^red co-operative 
credit societies in the United Provinces. In the same year 
the Government of India, impressed \yith the importance 
and the future possibilities of the co-operative movement, 
appointed an influential committee to consider the question 
of the establishment of agricultural banks in India. 

This committee consisted of Sir Edward Law as Presi- 
dent, Sir Frederick Nicholson, Sir Bamfyide Fuller, Mr. J. 
Wilson, Mr. Reginald Murray and Mr. H. Dupernex. The 
Committee assembled at Simla on June ist 1901 and dis- 
solved on July loth after holding altogether 16 meetings. 
The Committee confined their attention to banking on the 
basis of co-operative credit, because the “agricultural banks” 
which had been so successful in improving the condition of 
the poorer classes in European countries rested upon co- 
operative credit. In concluding that a system of co-operative 
credit was capable of affording great benefits to the agricul- 
tural community of this country , the Committee had had the 
general support of the opinions expressed in the reports 
received from the various Local Governments. 

* They accordingly accepted the establishment of Co- 
operative Credit Societies as the object in view, and consider- 
ed the lines on which such apcieties should be worked, the 
privileges which should be accorded to them and the extent 
to which it might be advisable that they shoulcf be glided by 
Government funds and subjected to Government control. 
They also considered in their luminous report what practical 
9 
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form Or forms a society constituted on these principles should 
assume and drew up two model schemes of management for 
two classes of societies which they contemplated. Finally they 
discussed the extent to which legislation was required to 
seairO to such societies as might be started the privileges 
which they recommended for them and to provide for their 
due working and supervision. They embodied the result of 
their deliberations in the form of a draft bill. 



CHAPTER V. 

THE CO-OPERATIVE CREDIT SOCIETIES ACT OF 1904. 

The draft bill drawn up by the Committee presided over 
by Sir Edward Law was referred to the Local Governments 
for criticism, and it was upon a consideration of the replies 
that the Government of India took action by introducing— 
on October 23rd, 1903 — the Co-operative Credit Societies 
Bill. Sir Denzil Ibbetson defined the precise object of these 
societies to be “the encouragement of individual thrift, and of 
mutual co-operation among the members, with a view to the 
utilisation of their combined credit, by the aid of their 
intimate knowledge of one another’s needs and capacities, and 
of the pressure of local public opinion.” 

• “The main object of our endeavours,” said Sir Denzil in 
his introductory speech, “is to assist agricultural credit, 
which presents a far more important and more difficult prob* 
lem than does industrial credit. But we recognize that 
artisans, employees on small pay, and other persons! of small 
means residing in towns, may very properly be admitted to 
the benefits of our legislation. We therefore provide for two 
classes of societies — rural, which are composed of agricul- 
turists (a term which is not intended to include the wealthy 
rent-receiver), and urban, which consist of artisans or other 
persons of limited means. * * ,* In the case of both 

classes we provide that the members must be small men, for 
we are not legislating for capitalists ; that they must be resi- 
dents of the same neighbourhood, else the knowledge of 
one another which is to guide them in their operations will be 
wanting ; that new members shall be admitted by election 
only, thus securing that mutual confidence which is the only 
possible foundation of co-operation ; that a man must b<? % 
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member before he can borrow from the Seciety, and must in that 
capacity have contributed to the funds of the Society, since 
our basis is mutual co-operation ; that money shall not be 
lent on mortgage so that the capital may be liquid, and 
capable of ready realisation ; that the interest in a Society 
which may be held by a single member is to be limited, in 
order to prevent an individual from obtaining control ; and 
that shares can be transferred subject only to certain restric- 
tions which are intended to prevent speculation. We provide 
fora simple form of registration ; for compulsory dissolution, 
subject to appeal to the Local Government, in order to meet 
the case of fraud, or of bogus co-operative societies which 
may have obtained the benefits of the Act while not pursuing 
its objects ; and for liquidation under a simple procedure, and 
subject to appeal to the Civil Courts. 

“In the case of rural Societies we further insist upon 
unlimited liability, as best suited to the agricultural classes* to 
whom they are confined and most consonant with the 
mutual confidence which is to form their basis ; we lay 
down that no profit is to be directly divided among 
the members, since their object is not to make money, 
but to assist one another, and any surplus that may 
accrue should either be carried to a reserve fund, or be 
applied to reducing the rate of interest upon loans : and we 
forbid the society to borrow money without sanction, for it 
would often be worth the while of a money-lender to risk his 
money in order to get a successful society into his power, 
and so to rid himself of a rival. We prohibit pawn-broking, 
since the basis of the operation should be personal and not 
material security ; but we allow agricultural produce to be 
received as security or in payment, and to be converted into 
money -at any time by the society, which will generally be in 
a position to get a better price for it than an indebted cijlti- 
vatbr could obtain. 
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“In the case of urban societies we allow of limited 
liability and the distribution of profits, subject to the creation 
of a sufficient reserve fund and we allow them to lend money 
to a rural society which is situated in the same district, and 
with the circumstances of which they haveT therefore the 
opportunity of being acquainted. 

“Having thus provided for the constitution of our societies 
and regulated their operations, we proceed to confer upon 
them certain privileges. We exempt the shares or other 
interests of members in the capital of a society from attachr 
ment for their private debts, thus encouraging thrift, and 
giving stability to the operations of the society ; we relieve 
societies from the necessities for letters of administration or, 
a succession certificate ; we give them a lien upon certain 
forms of property when created or acquired by means of a 
loan from them, until the loan is repaid ; and we make an 
entry in the books of a society prima facie evidence in a 
suit to recover money due to it. We take powers for the 
Governor-General in Council to exempt societies and their 
operations from income-tax, stamp duties and registration 
fees ; and it is our intention to ac | u p on those powers, at 
any rate, in the first instance. 

"Finally, we provide for compulsory inspection and audit 
by a Government officer, in order to provide against mis- 
management and fraud, to give the members and the public 
confidence in the societies ; and to justify the privileges which 
we confer upon them, we make Government advances recover- 
able as arrears of land-revenue. We confer a wide rule- 
making power upon local governments while indicating 
certain heads under which it will probably be advisable to 
exercise it ; and we declare that the provisions of the Indian 
Companies’ Act shall not apply to societies registered under 
the new law.*’ * 

On the 25th of March, 1904— a red-letter d^ in the 
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annals of Indian legislation — the Co-operative Credit Societies 
Bill was passed “to encourage thrift, self-help and co-opera- 
tion among agriculturists, artisans and persons of limited 
means.” By this Act Local Governments were empowered 
to appoint Re^strars of co-operative credit societies, whose 
duty it would be to scrutinise applications for registration 
under the Act. Subject to the provision that any associa- 
tion of not less than ten persons might be registered by 
special order of a Local Government, the Act laid down that 
a society should consist of persons residing in the same town 
or village or the same group of villages or, subject to the 
sanction of the Registrar, of members of the same tribe, class 
or caste. Societies were classed as “rural” or “urban,” and 
it was laid down that four-fifths of the members must be, in 
the first case, agriculturists, and in the second, non-agricul- 
turists. In the case of rural societies the liability of the 
members was to be unlimited, unless a departure from this rule 
were specially sanctioned by the Local Government ; in the 
cjtse of urban societies, liability might be either limited or 
unlimited, as might be provided by bye-laws or rules made 
under the Act. Profits, in the case of a rural society, were, 
in the first instance, to be carried to a reserve fund, or applied 
to the reduction of the rate of interest, and a bonus might 
be distributed only when requirements in these directions had 
been fully met. Urban societies were also to carry at least 
a quarter of the annual profits to a reserve fund ; loans were 
to be made only to members, or, subject to the consent of 
the Registrar, to a rural society. Limitations were .placed on 
the interest in a society that might be held by a single 
member, and on the transfer of shares. Privileges included 
the exemption of a member’s shares or other interests in the 
capital of a society from attachment for private debts, the 
grant to societies of a measure of priority over ordinary 
creditors in enforcing claims on crops, cattle &c., and the 
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pfovision for exemption, at the discretion of the Government 
of India, from income tax, stamp duties and registration fees!, 
Provision was made for compulsory inspection' and audit by 
the Registrar, for compulsory dissolution subject to appeal to 
the Local Government, and for liquidation under a simple 
procedure ; finally, wide rule-making powers were conferred 
upon Local Governments. 

The policy of the Government underlying the above provi- 
sions had been to allow the utmost freedom to organisers in 
each case to start their society on such lines as appeared to 
them suitable, provided that the rules framed did not contra- 
vene the Act in any essential matter. 

Many were the hopes and fears of the members of the 
Imperial Legislative Council at the time when the Bill was 
introduced. "Our co-operative credit society is but a frail 
barque launched upon a treacherous ocean,” said the Hon’ble 
Mr. (now Sir Harvey) Adamson, “but if it can escape from 
^being wrecked by the opposition of the money-lender, if it 
can avoid being stranded on the shoals of mutual distrust 
among its members, if it can carry safe to port a portion of 
its cargo of self-help and co-operation, it will some day rank 
as the most important bill ever passed by the Government 
for the betterment of the Indian agriculturists.” Some 
doubted that its principles would not be as easily ur\derstood 
and acted upon as it has been done by European agricul- 
turists. But this doubt would appear as groundless when 
we read Sir Frederick Nicholson’s description of the condi- 
tion of the. European masses among whom these societies 
were originated. 

Says Sir Frederick in his “Report on Land and Agri- 
cultural Banks” — “the masses of French, German and Italian 
peasants were, and to a great extent still are, ignorant, suspi- 
cious, conservative, isolated and poor, holding land in small and 
diffused patches, exploited by usurers, incapable of associated 
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effort, unable to comprehend and unwilling to adopt new 
methods, however useful, new improvements, however obvious, 
The description of the peasantry of the Rhine provinces in 
Germany, of the interior of France and of Italy, as given 
by their own as well as by foreign observers, shows that, as 
regards rural banking, the prospects of the masses in the 
countries named were little, if at all, better than those in the 
Madras Presidency of the present day.” 



fcHAPTER VI. 

PROGRESS OF CO-OPERATION IN INDIA SINCE 1904: THE 
PASSING OF THE CO-OPERATIVE SOCIETIES 
ACT, 1912. 

The defects of the Act of 1904 : remedied by the Act of 191A— 

Within two years of the passing of Lord Curzon’s epoch- 
making measure of 1904, 800 societies had sprung into exist- 
ence. The number steadily increased from year to year and 
before long the provisions of the law — which were necessarily 
of an experimental nature only — were found tb be in some 
respects faulty, and in others inadequate. The need fora 
free supply of capital had led to the formation of various 
central agencies to finance and control the individual credit 
societies and the Act of 1904 provided for no formal recogni- 
tion of joint or central societies formed of other societies. 
The distinction in treatment between rural and urban 
societies was found in practice to be unnecessary and a more 
scientific distinction based on the nature of the liability of 
members, whether limited or unlimited, was adopted in 
its place. There was, moreover, no provision in the old 
Act for any form of co-operation other than co-oper- 
ative credit. To remedy these and other minor defects which 
experience had brought to light, a new Act was passed in 
1912, which made provision for the expansion of the move- 
ment, and whose principal features were that it authorised 
the registration of co-operative associations for purposes other 
than credit, removed the former arbitrary classification of 
societ;ies as urban and rural, and substituted for it a scientific 
distinction based on the nature of the liability adopted, and 
finally it legalised registration of unions, central banking 
unions and central banks. 


19 
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The effect of the new Act of 1912.— 

The immediate effect of the passing of the new Act of 
1912 was to infuse a ftesh energy into the movement. The 
number of societies in British India had by 1915 increased 
'to 17,327, the number of members to 824,469 and the 
working capital to Rs. 8,96,61,722. New types of societies 
for the sale of produce, cattle insurance, milk supply, yarn, 
.silk and manure purchase, and the retail of farm implements 
and common necessaries, had been registered and in most 
cases seemed to be prospering. The number of credit insti- 
tutions was growing rapidly and the confidence of the public 
was being won in greater measure every year. In 1914 the 
Government held that the time had come to take stock 
of the position and on the 17th June of that year i-ssued 
^a comprehensive Resolution (reprinted as an Appendix 
to this book) reviewing the progress that had been made 
and laying down in general terms the practical lessons 
that might be drawn from experience up to date. But 
the sums involved in the movement were becoming very 
large, the arrangements for financial measurement in the 
stages above that of the individual society were becoming 
complicated, and the principles for the conduct of inspection 
and audit remained indefinite and uncertain. It was felt by 
Government that it could not take the responsibility of 
fostering and supporting further growth unless it was satisfifH 
that the movement was proceeding on lines economically and 
financially sound. 

The appointment of the Imperial Committee on Co-operation.— 

It was to enquire into and report on this aspect of the 
question that a representative Committee of officials and 
non-officials presided over by tbe Hon’ble Sir Edward 
Maclagan was appointed by a Resolution of 8th October, 1914, 
and the reference made to it was expres.sed in the following 
words ; ' 
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“The primary duty of the Committee will be to examine 
whether the movement, especially in its higher stages and in 
its financial aspect, is progressing on sound lines, and to 
suggest any measures of improvement which seem to be 
required. For this purpose the enquiry will be directed 
primarily to an examination of such matters as the constitu- 
tion and working of Central and Provincial Banks, the 
financial connection between the various parts of the co-opera- 
tive organization, the audit, inspection and management of 
all classes of societies, the utilization of the reserve and the 
manner in which reserve funds should be exhibited in 'the 
annual accounts. At the same time the Government of India 
do not desire rigidly to limit the scope of the enquiry and 
the Committee may, at its discretion, consider and make re- 
commendations regarding any important aspect of the co- 
operative movement.” 

The Committee toured for four months visiting various 
centres, in the major provinces of India and examined in this 
period 93 witnesses, official and non-official, inspected 135 
societies of various kinds, and in addition, interviewed the 
managers and agents of several joint stock banks. The publica- 
tion of the Report of the Committee in 1915 will for a long 
time to come stand out as a landmark in the economic history 
of India, for the co-operative movement must go on, and the 
Committee are right when they say that “it is impossible to 
doubt that it will eventually attain dimensions compared to 
which its present size will appear negligible.” 

The Report of the Committee.— 

The Report is confined mainly to a consideration of agri* 
cultural credit societies ; though these constitute by far the 
greater bulk of co-operative institutions in this country, yet 
it must not be forgotten that there are other form’s of them as 
Well. Co-operative institutions in this country can be btoad* 
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,ly classified into Primary Societies, Central Banks and 
Provincial Banks. Primary Societies may be either credit 
or, Aon-credit societies, and each of these classes can be 
< further sub-divided into agricultural and non-agricultural, 
according as the institutions have as members a body of 
persons, a majority of whom are agriculturists or non-agricul- 
turists. Thus we see that there are four broad classes of 
Primary Co-operative Societies in India : — 

(1) Agricultural Credit Co-operative Societies. 

(2) Non-Agricultural Credit Co-operative Societies. 

(3) Agricultural Non-Credit Co-operative Societies. 

(4) Non-Agricultural Non-Credit Co-operative Societies. 

Progreu of co-operation in India.— 

The total number of all these classes of co-operative 
societies in India had by 1915 increased to 17,327^ the 
number of members to 824,469 and the working capital to 
Rs. 8,96,61,722. The fact cannot be denied that the progress 
.of the credit co-operative movement in India has been very 
rapid. Indeed, so rapid has been the progress that Sir 
Robert Carlyle apprehended that the chief danger to the co- 
operative movement was that “we might be tempted to go too 
fast and outgrow our strength.” He pointed out that one 
good society did more good for the co-operative cause than 
twelve indifferent ones, as one society well run on sound co- 
operative lines did good not only to its own members, but 
also outside throughout the neighbourhood in which it was 
working. But according to Sir Edward Maclagan “the pro- 
gress made has been ^ a healthy and definite character” ; 
and Mr. Fremantle thinks that “this rate of increase is likely 
to be maintained for some time, since the institution of new 
centres of organisation and control is rapidly spreading the 
V knowledge of the system over wider and wider areas and 
facilitating the formation of new co-operative societies”. This 
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rate of increase ought to be cautiously but vigorously main- 
tained, for, in spite of the most gratifying progress of credit 
co-operation in India, it cannot be said as yet to have done 
more than touch the fringe of the problem it is intended to 
solve. Speaking only for the Bengal Presidency, there are in 
it no less than 119,851 towns and villages of which 119,608 are 
merely village units with populations ranging from below 500 
to 5,000. The chief occupation of the people in them is agricul- 
ture, and every one of them, it may be safely assumed, will 
be the better for a credit society in it. But at present we 
have about two thousand societies in the whole presidency 
serving presumably an equal number of villages. This shows 
what a vast field still remains to be covered in the direction 
of credit co-operation alone. 

The one-sided development of co-operation in India — 

The progress of the movement so far shows only a one- 
sided development. Agricultural credit co-operative societies 
overwhelmingly outnumber agricultural non-credit societies : 
of the 17,327 co-operative societies 15,861 are agricultural 
credit societies and the few remaining ones belong to forms 
of co-operation other than agricultural credit. This is, how- 
ever, not to be wondered at. For, as the Maclagan Committee 
report, “the chief object of co-operation in India was to deal 
with the stagnation of the poorer classes, and more specially 
of the agriculturists who constitute the ’ bulk of the popula- 
tion”. It is well-known that the chief object held in view 
from the beginning has been to provide reasonable credit for 
small agriculturists, who represent the backbone of the 
Indian polity. “The problem of agricultural credit,” runs the 
Government of India Resolution of 1914, “has been looked on 
as more urgent than that of industrial credit, and the efforts 
of Government have been mainly devoted to the relief of the 
small agriculturist”. We believe the Government acted 
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rightly in doing so, for it has been a universal experience that 
the developnient of credit co-operation normally and naturally 
leads to the development of other forms of co-operation. It 
is our belief that great developments may be expected in 
industriar co-operation and in the application of co-operative 
principles to many branches of agricultural organisation, and 
it is not impossible that these developments may in time 
surpass even rural credit institutions in importance. But 
these other forms of co-operation are as yet for the most part 
in their early infancy and they occupy a comparatively small 
portion of the ground at present * covered by co-operative 
effort in this country. We should therefore like first of all to 
describe briefly the development of primary agricultural 
credit societies in India. 



CHAPTER VII. 

AGRICULTURAL CREDIT CO-OPERATIVE SOCIETIES. 

The primary agricultural credit co-operative society is 
formed in its first stage by a number of individuals not less 
than ten, who, because they ^ire unable individually to obtain 
easily and adequately the credit which is necessary for their 
small agricultural operations, combine together to get this 
necessary credit on reasonable conditions. To effect this 
each becomes liable for the debts of the society to the extent 
of the whole of his assets. These primary credit co-operative 
societies form by far the largest part of such institutions in 
India — for they number 15,861 in all. But this number is 
not large when it is remembered that these 15,861 societies 
finance 220 millions of agriculturists. It is however gratify- 
ing to find that there is a continuously growing demand for 
such societies in all parts of India where as yet there is only 
one agricultural credit society for every 14,000 of the popula- 
tion engaged in agriculture. At the same time, it must be 
admitted that, except for special reasons, an increase in the 
number of societies should radiate from existing centres of 
co-operation and should be based on a well-informed desire to 
imitate existing good societies. The Maclagan Committee 
rightly make the Registrars primarily responsible for seeing 
that sopieties are organised on sound lines ; and, in the matter 
of organisation the point on which they deservedly lay the 
greatest stress is that the members of societies should have 
thoroughly assimilated the principles of co-operation. The 
Committee further assert that they cannot too strongly urge 
the necessity for a careful teaching of co-operative * principles 
lioth before and after registration. Long before the publica- 



So THE CO-OPEKATIVE MOVEMENT IN INDIA. 

tion of the Maclagan Committee’s report H. E. Lord Carmi- 
chael in his ■ address to the Seventh Bengal Provincial 
Co-operative Conference pointedly referred to the impor- 
tance of the teaching of co-operative principles, “It is 
through these societies’’, he said, “that we can teach the 
cultivators who form them how to manage their own affairs. 
We must not try to keep them in leading strings ; we must 
aim at making them business-like and at developing, specially 
in the office-bearers, a sense of responsibility. To do this 
those who work for the movement ought to have a real 
sympathy with the village people and a thorough knowledge 
of their habits and their limitations. They must lose no oppoi-- 
tunity of impressing on the members of the societies the prin~ 
ciples of co-operation. Those principles are of greater impor- 
tance than even the most scrupulous attention to routine-details 
of book-keeping!' Those wise words were immediately after- 
wards given practical effect to by the Registrar of Co-opera- 
tive Societies, Bengal, who instructed his inspectors not to 
include any society under the “A’’ class if the general body 
of members did not understand co-operative principles 
although it might satisfy the other tests laid down for “A” 
class societies. So far as Bengal is concerned therefore we 
may rest assured that a sound knowledge of co-operative prin- 
ciples on the part of the members is considered to be the sine 
qua non for the continued existence of societies. In this connec- 
tion it is interesting to read in the last Bengal annual report 
that co-operative societies are everywhere encouraging a de- 
mand for education, “The members realise the limitations which 
illiteracy imposes on them, and even in the work of a simple 
institution like the credit society, they find themselves handi- 
capped hy their illiteracy, and they are anxious to give their 
children a better start in life. In many places the establish- 
ment of societies has been followed by the opening of village 
schools, , Contributions by societies to village schools are 
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increasing every year.” This is very encouraging indeed. 
What is wanted is that all the members of a society should be 
thoroughly imbued with the true co-operative spirit. “Speaking 
generally”, complain the Maclagan Committee, “even allowing 
for the backwardness of the population, there has been found 
a lack of true co-operation.” This is surely a matter of regret 
and it is to be hoped that henceforth all organisers should 
steadily keep before them the true co-operative ideal of 
developing not only the material but also the moral welfare 
of the members in a spirit of mutual help and co-operation. 

Ths modified Raiffeisen system in India.— 

Primary rural co-operative credit societies lie in the fore- 
front of all agricultural credit in.stitutions of the country. 
They are essentially based on the Raiffeisen model : but cer- 
tain important modifications have been found necessary. 

Raififei.sen societies proper grant loans for productive pur- 
poses only. To insist on this restriction in a country like 
India where ceremonial expenditure is a virtual necessity i.s 
to drive the budding co-operator back into the clutches of 
the money-lener. Therefore, while ensuring that, the capa- 
city for credit of each member is discussed and decided by 
the society assembled in general meeting, the managing 
committee may be left with a limited discretion to grant 
loans for any necessary purpose whatever. Again Raiffeisen 
Societies insist on sureties. Quite apart from the fact that 
we want to facilitate the transaction of business and to bring 
real banking conveniences to the small man the provision of 
sureties by a duly elected member of a society of sureties can, 
as experience has proved, be dispensed with. There is also 
the important consideration that a signature is an accommo- 
dation which can be purchased ; and v/e are trying to screw 
up the money-lender’s door. Hence here in India loans may 
be given “ot) honour” merely. L,oans so granted a/e amongst 
1 1 
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the most common features of Indian rural finance. In 
Raiffeisen Societies the richer members are allowed the 
right of being in a majority on the committees aud councils of 
supervision. This would be fatal to the success of democratic 
• societies in India : for caste prejudice is sometimes productive 
of unfair treatment of individuals. 

The important features of the modified Raiffeisen society 
in India, therefore, are 

(i) small areas ; 

(ii) the enrolment, by careful mutual .selection, of a 

certain number of members of known honesty 
and indu.stry ; 

(iii) the individual and collective -unlimited liability of 

these persons for the necessary working capital ; 

(iv) small entrance fees ; 

(v) no shares ; 

(vi) no dividends ; 

(vii) all profits devoted to building up a reserve fund or 
(eventually), with the .sanction of the Regi.strar, 
to works of public utility ; 

(viii) the gratuitous .service of all office-bearers. 

The Ten Main Points of Co-operation. ~ 

To ensure the successful working of a rural credit societj', 
it is necessary for the members to have a thorough grasp of 
the following essential points ; — 

1. The object of co-operation is to encourage people to 
lay by savings, to grant loans at reasonable rates of interest, 
and to get rid of debt. 

2. Members must know each other thoroughly and 
should admit nobody who is a bad character or is unacquain- 
ed with the rest. 

3 . All members are jointly and unlimitedly liable for all 
sqips borrowed by the society either from depositors or from 
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outside sources. They are therefore all interested in seeing 
that loans are granted prudently and that no member is 
allowed to default. 

4. It is the business of the managing committee to raise 
'capital, to sanction loans to ipembers, to watch over their re- 
covery and to see that accounts are properly kept. 

5. All loans must be used only for the purposes for 
which they are advanced. They may be granted for one 
year for current agricultural expenses, for two 6r three years 
for the purchase of cattle or implements or for domestic 
expenses, and for five years for the payment of old debt or 
for land improvement. 

6. All repayments must be made on the date fixed by 
the managing committee, and in cash, not by book-adjust- 
ment. 

7. The duties of the general meeting of the society are 
to appoint a managing committee and a secretary annually, 
to consider the balance-sheet and the audit notes, to ask the 
committee questions about its work and to pass orders on 
any faults that come to light. 

8. All profits are carried to the reserve fund, the object 
of which is to improve the credit of the society as a whole 
and to protect members from the enforcemeut of unlimited 
liability. It is the property of all the members jointly. 

9. Capital is obtained either as deposits from members 
or other persons in the neighbourhood, or from some Central 
Bank. The Central Bank is controlled by its shareholders, 
and' if spciAigs buy shares in it, they will have a voice in its 
control. * 

10. It should always be remembered that, though the 
Registrar audits and warns, the members are themselves^ 
responsible for the working of their societies. Government 
is not going to manage the societies for them. If they want 
them to succeed, they must see to things themselves. 
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JButt on th« organization and management of Agrienltnral Credit 
(|o>operative Societies.— 

1. Importance of sound organisation. The success of a 
society depends very largely on the way in which it is started. 
The work of organization should, as a rule, be left to the 
Honorary Organizer who should feel himself to some extent 
responsible for the wellbeing of all societies formed under 
his advice. It is he that for the first year will have to train 
the committed and secretary in disposing of their work in a 
business-like way, and, more important still, it is he that will 
be responsible for seeing that the Ten Main Points noted 
above have been thoroughly driven home. 

2. Area. The area should not, as a rule, exceed that 
of a single village. “It is a good general rule that there 
should be one society to one viilage and one village to one 
society.” The object of this provision is to enable members 
to be thoroughly well acquainted with each other and to 
exercise an effective mutual control. 

3. Size of societies. For the same reason the size of the 
society should be subject to a limit. The Maclagan committee 
lay stress on the importance of small beginnings. “The mem- 
bers of a society,” they sav, “should be few to start with, and 
increases should be gradual and the ultimate total moderate. 
The main advantage claimed for larve societies is economy of 
management, but this consideration scarcely affects rural 
societies. On the other hand small societies are more easily 
supervised and trained in co-operative principles, just as small 
classes are more easily taught in schools. If a society is small, 
it affords a better opening for local talent. It brings more men 
to the front, trains them to undertake responsibilities, and by 
carrying on a business not exceeding the capacity of the 
commitee. prevents the domination of one men. Societies' 
should, in our opinion, be small at the commencement, not 
only when the members are poor and backward, but in all 
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cases. When a sound beginning has once been made 
gradual increases should be allowed, care being taken that 
the men of best character are admitted first and that subse- 
quent admission is treated as a favour to be earned by the 
candidate rather than as a benefit conferred by him on the 
society.' The average size of a rural credit society in 
Germany is about 94 members. In India the average mem- 
bership of an agricultural .society is 41. We have some hesi- 
tation in suggesting a definite numerical maximum, but as 
a rule we think that a society is apt to become unmanageable 
if its numbers exceed a total that might vary from 50 to 100.” 
Many societies have lost their unity and become inefficient 
from the fact that they have allowed their membership to be- 
come unwieldy. 

4. Homogeneity. Occupation should be noted, because 
too great a diversity is not desi^ble. All the members of a 
village community are of course eligible for a village society ; 
but a mixture of membership does not ordinarily work well 
owing to lack of common interests. While any attempt 
to effect a mixture of occupations is to be deprecated “there 
is much to be gained if the societies affiliated to one Central 
Bank are as far as possible representative of different types 
of occupation.” 

5. Co-operative knowledge. If the members are really 
going to co-operate, they must first thoroughly understand' 
what “co-operation” means. The ten cardinal doctrines 
underlying the co-operative idea are summed up in the “Ten 
Main . Points” detailed above. These simple principles should 
be continually drummed into the heads of members, and the 
application should not be sent up for registration until the 
Organizer is satisfied that as a minimum these T^n Points 
have been grasped and fully assimilated by them. 

6. Local deposits. No society is worth organising, unless 
the members think it worth making some sacrifice to obtain 
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it; A good index of their sincerity is their readiness to 
contribute deposits which should be fixed for at least three 
years. They may either bind themselves to deposit so much 
monthly, quarterly, or yearly, and actually make such deposits 
for six months or a year before coming up for registration as 
a guarantee of their good faith, or, if they belong to a class 
that has any savings of its own, they may pay down their 
deposits in a single instalment at the time of starting work. 
As a minimum these deposits should not be less than one- 
tenth of the estimated needs of the society during its first 
year. Care should be taken to see that they are not merely 
nominal deposits, borrowed from a money-leader for the 
purpose. 

7. Supervision. Where there is a union, or local Central 
Bank, performing supervisory duties over the area in which 
the proposed society is situat^, the society will not be regis- 
tered unless it accepts affili^mon with such union or Central 
Bank as a condition of registration. It is no longer possible 
for the Registrars to give sufficient attention to scattered 
independent societies. 

8. Selection of members. The importance of a careful 
selection of original members cannot be over-estimated. It 
is they who choose future members and set the standard of 
the society. Character is the basis of every thing. Though 
education, position, and so forth, are valuable in members, 
they are worth little in comparison with an industrious and 
straightforward type of character. The Honorary Organizer 
should always make a point of exercising his judgment on 
this point and excluding doubtful characters. 

9. Management. The accounts cannot be maintained 
without an educated secretary, who should be a local man, 
preferably the village school master, and not an outsider. 
The Chairman and at least one member of the committee 
shpuld also be able to read and write in order to keep 
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an effective control on the secretary. The main point, 
however, is to ensure that the committee should work as a 
committee i. e., that it should do its work regularly and as a 
whole and not hand over its responsibilities to one or two 
active men. 

iO. Needs of society. It is difficult to estimate the amount 
of capital which the society will require, but an attempt 
should be made to forecast its needs rbughly during its first 
year. As a rule, except in urgent cases, old debts cannot be 
cleared off until the society has been working for a year or 
two. It is best at first to restrict members’ demands to their 
bare requirements for the current expenses of agriculture 
and industries with a small margin for unexpected calls. 

n. Indebtedness. It is most important to make sure that 
the financial position of members is not so embarrassed as to 
make their extrication hopeless. For this purpose a brief 
statement of their a.ssets and liabilities is required. Movable 
as well as immovable property may be included but great care 
.should be taken not to over-estimate its value. The .society 
is intended neither for the capitalist nor for the hopelessly in- 
volved but for the very large class which, though it has some 
credit, has to pay exorbitant interest on its loans. Wherever 
possible it should be made a condition of membership and 
resolved in a general meeting that no member should borrow 
any loan after admission except with the permission or at any 
rate the knowledge of the managing committee. 

12. The form of liability to be chosen, “With a few iso- 
lated exceptions all the primary agricultural credit societies 
in India are societies with unlimited liability. The law does 
not specify definitely the character of the liability, nor have 
we any data before us to show the interpretation put upon it 
by the Courts. No difficulties have hitherto arisen in con- 
nection with the : enforcement of this liability, but should it 
hereafter be found neceitsary to ' define it mbte.cleaHy Wi 
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sliQiild suggest that it should take the form of “contributory 
unHtnited liability” that is to say that, where there is a deficit 
in the engagements of a society to its creditors, this 
deficit should, after the full payment of shares (if any,) be 
recoverable by a series of per capita levies upon tlie members 
up to the full extent of their property, direct proceedings 
by a creditor against individual members being forbidden. 
Hitherto it has been generally understood that the unlimit- 
ed liability of a society is intended to imply the liability of 
the whole of the property of the members of a society for 
the debts due by the society. Some of the less well-informed 
members are under the impression that it entails the liability 
of the whole of the property of each member of a society 
for the debts due by the other members to the society, but 
■the practical difiference between the two aspects of the 
liability is perhaps less than might at first sight appear, and 
in any case the members of societies when they think of the 
liability at all appear ordinarily to think of it merely as un- 
limited and to accept it willingly as such. We have not 
found that the adoption of this form of liability, where the 
safeguards against loss are properly understood, has any 
effect in keeping out the richer peasants, nor have we met 
with any demand for the .substitution of a limited res- 
ponsibility. The unlimited liability is not understood to 
involve any obligation against the alienation of property by 
members, and although the material basis for the liability is 
thus rendered somewhat fluctuating and indefinite, we do not 
consider that an arrangement which would in effect impose a 
definite charge on all their existing property would be either 
practicable or desirable. The unlimited form of liability as 
it now stands has, contrary to the anticipations of many, been 
unreservedly accepted by the people, and we have evidence 
before us to show taat it constitutes an important factor in 
the confidence reposed on societies both by. the central ipstitu- 
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tions inside the movement, and by the Joint Stock Banks 
outside it. We see every reason therefore for adhering to the 
principle that agricultural credit societies should be societies of 
unlimited liability, whether they are with or without share.s. In 
either case the ultimate liability of all the members is in the 
last resort unlimited, and the advantage of share capital is 
that, if in case of liquidation the share capital is sufficient to 
meet any deficit that may be found to exist, there is no need 
of any further levy to meet the liabilities of the society.” 
( Maclagan Committee' s Report.) 

13. Registration. For purposes of registration an appiick- 
tion has to be made to the Registrar of Co-operative Societies 
of the Province. This application must be duly signed 
by at least ten persons above the age of 18 years who 
{a) reside in the same town or village or in the same group 
of villages ; or {b) save where the Registrar otherwise 
directs, are members of the same tribe, clan, caste, or occupa- 
tion. This application *so duly signed is to be accompanied 
by a copy of the proposed by-laws of the society : it is usually 
found convenient to adopt, with slight modification, to suit 
local conditions, the model by-laws issued from the Registrar’s 
office If, then, the Registrar is satisfied that a society 
has complied with the provisions of Act II of 1912 and 
the rules made thereunder and that its proposed by-laws are 
not contrary to the Act or to the rules, he may, if he thinks 
fit, register the society and its by-laws. A certificate of regis- 
tration signed by the Registrar is conclusive evidence that the 
society therein mentioned is duly registered, unless it can be 
proved that the registration of the society has been cancelled. 

14. Conclusion, These are the main general principles 
that should underlie every new organization, While the 
movement was still in its infancy, societies were registered 
haphazard and experiments were made wherever an opening 
seemed to occur, A stage has now been reached when this 
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p<^icy tntfit be abandoned. It is no longer permissible fo 
preas: sodetie? on a hesitating peasantry. As the working of 
tbe existing societies is improved, they should be left to re- 
conuntiend themselves to their neighbours. New societies 
sbohld come into existence in response to a genuinely sponta- 
rieous iacatl demand, arising from a desire to share the bene- 
fits enjoyed by members in neighbouring societies. 

M-LAWS OF THE PRIMARY AaRICXJLTURAL CREDIT 
CO-OPERATIVE SOCIETY WITH UNLIMITED 
LIABILITY.* 

Haine flf Society.— -I. The Society shall be called 

It is registered under the Co-operative Societies Act (II of 1912). 

Registered Address — 3. The registered address of the Society is at 

post office (thana) 

subdivision , district 

Olijeofe— 3. The object of the Society is to improve the condition of 
its members by means of co-operation and by encouraging thrift and self* 
helpj and with this end in view— • 

(i) to raise funds at a reasonable rate of interest by making use of 
the combined credit of the members in order to grant loans to 
members for necessary purposes ; 

(t) accept deposits in order to stimulate the habit of saving. 

Memberahip — 4. Every member of the Society must be — 

(1) ordinarily resident within^ — — ; 

(2) of good character ; 

(3) of not less than eighteen years of age, except in the case of a 

minor heir of a deceased member ; 

(4) not already a member of any Society, the liability of which is 

imUiwited 

S. Every member shall pay an entrance fee of • and shall 

sign his name or put his thumb-mark in a Register of Members to be 
kept by the Society in token of his acceptance of these by-laws. 
Entrance fees shall not be refunded to members. 

6^. The members of the Society shall consist of— 

those persons who have subscribed to the application for regis- 

< Iration and to these by-laws. ; 

C* Itswd from the Office of the Regf^trar of Co-operative Societies, Bengal.] 
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{d) such persons as shall hereafter become members of the Society 
by election according to these bylaws. 

y. The number of members of the Society shaH not at assy iime 
exceed 50 without the written sanction of the Registrar. 

^£!leotion of Members.— 8 . Every person desirous of becoming a 
member shall apply to the Committee of Management, which, after care- 
ful consideration, may elect him as a member or refuse his application. 
Two adverse votes shall be sufficient to exclude the applicant. Any candi- 
date who has been refused admission shall have the right of appeal to 
the next Qeneral Meeting of the members and if three-fourths of the 
members are in favour of the admission l^e shall be admitted. As soon 
as a member has been elected, he shall sign the Register of Members and 
pay the entrance fee. 

9. The widow, legal heir or nominee of a deceased member, if elected 
within three months of his decease, shall be exempt from the payment of 
entrance fee. 

Cessation of Membership.— 10. Membership shall cease by (n) with- 
drawal (d) permanent removal of residence beyond the prescribed limits, 
{c) expulsion, (d) bankruptcy, (e) by becoming insane and (/) death. 

Any member can at any time after three years of his first becoming a 
member withdraw from the Society after giving notice to the Committ^, 
provided that he is not liable for any sum as a borrower or surety and 
that he has no other dues to the Society. 

A member who permanently removes his residence from the area 
prescribed in by-law No. 4 shall ordinarily cease to be a member, provid- 
ed he has satisfied all claims in respect of any loan made to him or on his 
guarantee. But the Committee may for special reasons permit him to 
remain a member. If a member, after having permanently removed his 
residence continues to be a member, he shall lose his right to serve in 
the Committee and to take loans. 

II. The termination of membership by removal, exp^llsioii or other- 
wise shall not affect the liability of the member in respect of any loan 
made to him pr on his guarantee. 

Suipeusiou and Expulsion of Memberi-u. The Commi^^^of 
Management may fine, suspend or expel a member — ; 

(1) for any breach of the by-laws and conduct detriiueetal to the 

interests of the society ; 

(2) for wilful default in payment of his dues ; 

(3) for being convicted of any criminal offence, which, in the 

opinion of the Committee, is of a serious nature 
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(4) if he wilfully deceives the Society by false statements. 

13. AU cases of expulsion shall be referred for confirmation to a 
General Meeting, which must be called within two weeks of the verdict, 
and if the decision of the Committee is not confirmed by three-fourths of 
the members present, the order of expulsion passed by the Committee 
shall be cancelled. All cases of fine and suspension shall be reviewed 
by the next General Meeting of the members, which may either confirm, 
modify or cancel the Committee’s decision. 

Funds of the Society and its Borrowing Power.-— 14. To carry on 
th^ work of the Society the Committee of Management may, on behalf of 
the Society, raise funds in the shape of loans, deposits or otherwise. 
The maximum borrowing power of the Society shall be determined 
annually at the General Meeting of the members, and it maybe revised at 
any subsequent General Meeting of the members, but it shall not exceed 
the limit, if any, which the Registrar may from time to time lay down. 

Liability of Members.— 15. The liability of the Society shall be 
unlimited, every member shall be equally, with every other member, 
jointly and severally liable for the debts of the Society. 

16. The liability of a past member for the debts of the Society, as 
they existed at the time when he ceased to be a member, shall continue for 
a period of two years from the date of his ceasing to be a member. 

17. The estate of a deceased member shall be liable for a period of 
one year from the time of his decease for the debts of the Society as they 
existed at the time of his decease. 

Representation.— 18. All documents creating a charge or obligation 
on the Society shall be signed by at least three members of the Com- 
mittee of Management, including the Chairman or Secretary, provided 
that in case of receipts for deposits and repayments of loans the Chair- 
man or any office-bearer duly authorised by the Committee of Manage- 
ment may sign. 

General Meeting..— 19. The supreme authority of the Society shall 
be vested in the General Meeting. The General Meeting shall exercise 
a general ^pervision over the business of the Society especially over the 
acts of the Committee of Management and shall do all things which the 
interests of the Society demand. 

20. The General Meeting of the Society shall be called as often as 
may be necessary. At least .one General Meeting shall be called every 
year in a month to be fixed by the Registrar by any general or special 
order. This meeting shall be called the Annual General Meeting. 
Special General Meetings will be held whenever the Committee of 
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Management think fit and shall be convened on a requisition by one-fifth 
of the members or of the Registrar or any person authorised by the 
Registrar by general or special order to hold General Meetings. 

21. At least a week^s notice of the General Meeting shall always be 
given. The notice shall specify the date, hour and place fixed for holding 
the Meeting. When General Meetings are held on the requisition of the 
Registrar or any person authorised by him by general or special order, 
it will not be necessary to give a week^s notice, and it may be held at 
such tim*e as may be decided by the Registrar or the person authorised 
by him to hold the General Meeting. 

22. The Chairman of the meeting shall be elected by the .members. 
One-fifth of the number of members shall constitute a quorum, but if the 
total number of members be less than 40, the number required for a 
quorum shall be eight. Each member shall have one vole and only 
members present can vote. On any question the opinion of the majority 
shall prevail. In case of an equality of votes the Chairman shall be 
entitled to a second or casting vote. The proceedings of the General 
Meeting shall be recorded in a minute book to be kept for the 
purpose and shall be signed by the Chairman of the meeting and the 
Secretary. 

23. At every Annual General Meeting the Chairman shall read out 
from the by-laws the duties of the Annual General Meeting before its 
business commences. 

24. The members shall, in the Annual General Meeting — 

(1) review the work of the Society during the last year ; 

(2) elect the Chairman and members of the Committee of Manage- 

ment. 

(3) decide the maximum amount of liability to be incurred during 

the years ; 

(4) fix the rate of interest to be paid on deposits ; 

(5) decide the maximum amount up to which an individual member 

tpay remain indebted to the Society ; 

(6) hear all complaints against the Committee of Management 

and office-bearers ; 

(7) receive a report of the number of loans and their amount made 

to members of the Committee of Management during the 

past year ; 

(8) fix the date and place at which the monthly meetings pf the 

Committee of Management shall take place ; » 
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(9) sanction the grant of a remuneration to the writer of books 
and to appoint paid officers subject to such general or special 
order as the Registrar may from, time to time, lay down ; 

(to) transact any other business that may be considered necessary. 

25. A Special General Meeting may deal with all or any of the above 
business and shall specially deal with matters for which it has been sum- 
moned and which may be placed before it. 

Committee of Management (Panchayats).— 26. Subject to the direc- 
tions of the General Meeting and to the provisions of these by-laws the 
Committee of Management shall manage the affairs of the Society and 
exercise all the powers of the Society. The Committee shall consist 
of not less than five members, and not more than nine members, who 
shall be elected annually at the General Meeting. One of the members of 
the Committee shall be the Chairman and another the Secretary. The 
Chairman shall be elected by the General Meeting and the Secretary 
shall be elected by the Committee. 

27. The Committee shall meet as often as it considers necessary, 
but it shall at least meet once a month on a fixed dale and at a fixed place. 
The proceedings of the meetings shall be recorded in the minute book and 
shall be signed by the members present. If the number of members of the 
Committee exceeds six, four members shall constitute a quorum, but in 
other cases the presence of three members will be sufficient lor* the 
conduct of business. 

28. The duties of the Committee shall be — 

(1) to deal with applications of membership ; 

(2) to raise money in the shape of loans, deposits or otherwise ; 

(3) to deal with applications for loans and to decide whether loans 

shall be granted, and, if so, for what period and on what 
security * 

(4) to see that loans are applied to the purposes for which they were 

granted and to recall all loans which have not been so applied ; 

(5) to receive and disburse money as may be required ; 

(6) to prepare periodically (i) a receipt and disbursement state- 

ment, (2) a balance sheet, (3) a profit and loss statement ; 

(7) to check the security for each loan outstanding^; 

(8) to collect as they fall due loans with interest, and to take 

necessary steps to recover all arrears and to consider applica- 
tions for extension of time ; 

(9) to verify the cash balance with the Treasuier at every monthly 

meeting. 
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29. The fonds of the society shall ordinarily be kept in the custody 
of the Chairman, but it shall be open to the General Meeting or to the 
Cothmitteeof Management to appoint a separate Treasurer from amongst 
the members of the Committee. The Secretary shall not be entrusted 
with the custody of funds. The Secretary shall be responsible to the 
Committee of management for the books of the Society. 

30. The members of the Committee of Management shall be 
responsible for the good management of the Society. They shall be liable 
to the Society for any wilful neglect of their duties and for all mopeys 
expended contrary to the rules and the by-laws of the Society. The 
members of the Committee of Management may be removed by the 
General Meeting for mismanagement or misconduct. 

31. No Chairman or Secretary shall hold office for more than three 

years in succession without the previous permission of the Registrar, or 
shall be eligible for re-election within two years of such period without 
such sanction. ^ 

32. No member of the Committee shall receive ariy remuneration for 
any work done by him for the Society, except the writer of the books. 

33. If a member of the Committee dies or resigns or fails to attend 
three Committee meetings consecutively, the other members of the Com- 
mittee may appoint a new man to take his place till the next General 
Meeting. 

Loans to Members.— 34. All applications for loans shall be disposed 
of by the Committee. Loans shall be made only to members, 

35. The rate of interest on loans granted by the Society shall for the 
time being be per cent. The rate may, at the time, or, from time to 
time, be altered by the general meeting with the sanction of the Registrar. 
Compound interest shall not be charged. 

36. Loans shall be granted for any necessary purposesv Any person 
desiring a loan shall state definitely the object for which the loan is required. 
Every loan shall be expended only on the object for which it was given, 
and a borrower shall be bound to give satisfactory proof to the Society’s 
office-bearers, when called upon to do so, regarding the employment of 
the loan. If a loan is misapplied the Committcb of Management shall 
have power to require immediate repayment in full with interest, and in 
addition to impose a fine of one anna for eaclr rupee of the loan. 

37. Every applicant for a loan for productive purposes must present 
one surety if the amount be not more than Rs. 50, and two sureties few 
larger sums. For non-productive purposes an additional surct]^ must be 
presented in each case. In addition to the above sureties the Committee 
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of Management may lake mortgages of immovable property, by jvay of 
collateral security, whenever it considers it necessary. 

If the Society has not sufficient funds for giving out all the loans 
approved by the Committee, preference shall be given to the applicants 
who have not recently received loans to those who have and to 
applicants for small loans to applicants for larger amounts. 

38. The Committee of Management shall fix the date and instalment, 
if any, of repayment at the time the loan is granted with reference to the 
purpose to which the loan is to be applied and the crops grown by the 
borrower and his other sources of income. In the case of loans granted 
for annually-recurring agricultural purposes full repayment should be 
made within a year. The Committee of Management may grant an 

. extension of time in exceptional circumstances to be notified to the Com- 
mittee before the repayment or instalment falls due. 

39. If a borrower fails to pay interest or any instalment of principal, 
and the Committee of Management does not grant an extension of time, the 
whole loan shall become immediately due and payable, irrespective of any 
conditions on which the loan was made, together with additional interest. 

40. In case of default additional interest by way of damage shall be 
realized on all overdue amounts from the date of default up to the date of 
payment at the same rate at which the loan is held. The Committee of 
Management shall have power to remit the whole or part of the addi- 
tional interest according to its discretion. 

41. If any property is purchased by the borrower or released from 
mortgage with money advanced by the Society, the purchaser shall not 
sell, mortgage or transfer it until the debt to the Society has been paid, 
except with the consent of the Committee of Management, or in order 
to satisfy his debt to the Society. 

42. Any sum outstanding against a member who dies, withdraws 
or is expelled, or otherwise ceases to be a member, shall be immediately 
payable, irrespective of any conditions on which the loan was made. 

43. If the Committee of Management finds that the security for an 
outstanding loan has becorpe insufficient, it shall call on the borrower to 
provide satisfactory security, and in default shall call in the loan at once. 

44. Notwithstanding anything contained above, the Society reserves 
to itself the right of calling in any outstanding loans on four week’s 
notice, but this power shall not be exercised, save when there is a general 
run upon the Society by its creditors, or when the borrowers of the 
Society or their sureties are in such a position that the funds of the 
Society arc endangered or in other exceptional circumstances. 
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BorrowingB of Members from outside.— 45* if a member after 
jc^ipifig the Society takes loans from sources outside the Society, he 
shall on every occasion inform the Committee of the amouht he has 
borrowed, the name of the person from whom he has borrowed and the 
purpose of the loan. If he fails to do so, he shall be liable to expulsion. 

Deposits. — 46. Subject to any rules made by the General Meeting, 
the Committee shall decide the terms on which deposits shall be accepiid 
from members and non-members and the rates of interest on difterent 
kinds of deposits. 

Special business which can be undertaken by the Society.— 47* The 
General Meeting may at any time with the sanction of the Registrar 
open a grain annexe for creating a store of grain for being lentv out to 
members and may, from type to time, draw up rules for the conduct of 
business of the grain annexe with the approval of the Registrar. 

48. The Society may, with the sanction of the Registrar, do all or 
any of the following business : — 

(1) Collect the orders of members for the purchase of agricultural 

requisites and make purchases at the risk of the members on 
the basis of the orders given by the members for being made 
over to the members and may charge a commission on such 
transactions. 

(2) Purchase or otherwise procure agricultural implements or any 

machine connected with any agricultural industry for letting 
on hire and for sale to members. 

(3) Collect the agricultural products or other kinds of produce of 

the members for sale in common oh behalf of the members 
and at their risk and may charge commission on such 
transactions. ' 

The Society may, from time to time, draw up'rules with the approval 
of the Registrar in respect of any ^f the above matters. 

Disputes.— 49. All disputes which the Committee of Management 
cannot decide shall be referred to the Registrar, who may either decide 
the matter himself or appoint an arbitrator or arbitrators. The decision 
of the Registrar or arbitrators shall be final. 1 - 

Books and Accounts.— *50. The account-books and the minute-book 
shall be open to the inspection of members at all reasonable hours and it 
shall be the duty of the Secretary to produce such books and accounts for 
inspection, if called upon. 

Beserve Fund and Profits.— 5i« The Society shall maintain a 
reserve fund from the profits earned by it. Entrance fees, fines ahd 
13 
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all pirafits after deduction of working expenses and any expenditure 
which is a lawful charge on the Society shall be credited lo this fund. ^ 

But, with the sanction of the Registrar, the General Meeting may 
contribute an amount not exceeding 7| per cent, of the net profits to any 
charitable purpose, such as maintenance of school, village sanitation, etc. 

The Reserve Fund shall be invested in such manner as the Registrar 
may, from time to time, prescribe. 

52. The reserve fund shall belong to the Society as a whole, and 
shall be indivisible amongst the members. If the Society ceases to exist, 
the reserve fund shall be disposed of for the common good according to 
the wishes of the majority of the members, subject to the approval of the 
Registrar. 

53, The Reserve fund, which is intended to be a source of strength to 
the Society, may, with the sanction of the Registrar, be available for any 
of the following purposes 

(1) To cover any losses arising from unforeseen circumstances. 

(2) To meet any liability when the Society has not got a sufficient 

cash balance, such payments being reimbursed to the fund as 
soon as collections are made. 

(3) To serve as security for any loans which the Society has to 

contract. 

Winding up. 54. The Society shall be wound up whenever three- 
fourths of the members wish it, provided that the Registrar approves. 

General— 5 $. Any of these by-laws may be altered or rescinded, new 
by-laws may be made at a General Meeting held in accordance with the 
rules made by Government in this behalf, and such amendment will come 
into force after it has been approved and registered by the Registrar, 

$6. The Society shall keep a copy of the Co-operative Societies Act 
(II of 1912), of the rules made by Government under the Act and a copy 
of these by-laws open to inspection free of charge at all reasonable times 
at its registered office* 

57. These by-laws are subject to the provisions of the Act and the 
rules made by Government under the Act and all matters not . specially 
provided for in the Act, the Government rules under the Act or 
the by-laws shall be decided in such manner as the Registrar may direct. 

The above are the by-laws referred to in our application for registra- 
tion dated . j 

Signatures of Applicants, 
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CO-OPERATIVE GRAIN BANKS, OR DHARMAGOLAS. 

Need and objects of Oharmagolas.— 

Owing to the poverty of the great mass of agriculturists, 
it often happens that they have to sell their grain im- 
mediately after the harvest when prices are at their lowest, 
in order to pay rent, mahajan’s debts, or land revenue 
assessment, and that they are unable to keep in hand 
enough corji to maintain their families until the next 
year. Prices almost always begin to rise some three 
or four months after the harvest has been reaped, but the 
profit falls into the hands of the dealers and not of the 
agriculturists. The poorest classes generally exhaust 
their stock of grain by the end of May and have to subsist 
until the next harvest on grain advanced to them at high 
prices and heavy interest by their mahajans. If the agri- 
culturists had been able to hold up their produce for 3 
months, they could have sold it at much better prices. They 
would, therefore, have had to sell less and could have kept in 
hand a stock enough to carry them oVer to the next year 
without an appeal to the sowkars. The objects of grain banks 
are, firstly, to enable agriculturists to tide over the period 
of low prices and to sell their harvest at a good profit ; 
secondly, to create a store of paddy to be lent out to members 
only for seed grain, maintenance, and for repayment of 
paddy debts at higher interest and thirdly to create a 
reserve stock for any unforeseen emergencies, such as 'famine 
and scarcity. 
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Tite Working of a Bharmagola.— 

A society must be started at harvest time. Every member 
hks to pny an entrance fee either in cash or in kind. The 
supreme authority of the society is vested in the general 
meeting of all the members of the Society : subject, however, 
to the direction of the general meeting, the management of 
the affairs of the Society is vested in a Committee of Manage- 
rhent which, in its turn, elects one of its members as Secretary 
and Goladar. The duties of the Secretary and Goladar 
are — 

(1) To keep the accounts and place them before the 

Committee at each meeting ; 

(2) To disburse and receive grain as ordered by the 

Committee ; no grain will be disbursed without 

an order from the Committee ; 

(3) To keep one key of the Go/a ; the duplicate to be 

kept with one of the Committee. 

To carry on the work of the Society, the Committee of 
Management raises paddy by way of contributions or 
donations, and may also, on behalf of the Society, borrow 
paddy and accept deposits of grain. The Committee of 
Management, in special circumstances, borrows money with a 
view to its conversion into paddy. Every member is bound 
to contribute paddy to the stock of the Dharmagola, if the 
general meeting decides to levy contributions in the interests 
of the association. The general meeting usually -fixes' a rate 
at which such contributions are levied. It is also expected 
that every member should make voluntary contributions in 
cash or paddy on special domestic occasions, such as sradha^ 
marriage, birth of a child, etc.’ When cash is contributed, it 
should either be added to entrance fees or converted into 
padd^. 
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DhftrmagolaA in Bengal.— 

The first experimental Dharmagola was started in 1892 by 
R|ai Pirbati Shankar Choudhury at Joyganj in the district of 
Dtndjpur in Bengal. His idea was to establish a Dharmagola 
by means, of rateable contributions, from the tenants, 
of ten seers of paddy, or its equivalent in cash, per bigha of 
cultivated land, to start with. A year of bumper crops was 
wisely chosen for the initiation of the experiment. The 
principal members of the village fell in readily with the idea ; 
a punchayet was nominated j lists of voluntary contributors 
were drawn up ; and ultimately eighty maunds of.padcjy 
worth Rs. 105 were either collected or purchased with cash 
collected for the purpose and stored in a granary erected by 
the promoter at his own expense. At the time of the inception 
of the Joyganj Dharmagola it was not strictly co-operative', for 
it was based on a different principle altogether. Its fund 
originally consisted of voluntary contributions in kind by 
way of gift by the residents of the village or a group of villages 
to which its operations extended and with this as a nucleus 
it began its work by lending grain to any resident of the 
village or a group of villages included withinjts jurisdiction on 
a reasonable rate of interest. Year after year the fund thus 
continued to receive accretions in the shape of interest, and 
its operations grew with the growth of its capital. Even 
with this loose constitution the institution worked successfully 
as an unregistered co-operative society till December 1914, 
when, in order to ensure better working, control and manage- 
ment,.it was registered at the instance of the organizer under 
the new Co-operative Societies Act with its wider scope of 
registration. 

The balance-sheet of the Dharmagola, as it stood in 
March, 1915 will explain how a tiny indigenous concern 
commencing its work with only 80 maunds of paddy about 
?i years ago has attained the position of a useful ami 
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beneficial institution for administering relief to the needy 
cttttivator suifering from occasional visitations of famine and 
scarcity. 



Rs. 

as. 

P' 

Cash in hand 

973 

5 . 

0 

2737 mds. srs. of paddy 
loaned out 

6158 

10 

9 

Interest in kind 18 1 mds. 

36 srs. 

409 

4 

7\ 

Sundry cash advances 

realizable. 

231 

15 

0 


7773 3 4i 

The success of the Jaygunj Gola led the promoter to start 
similar banks at Shaitgarh Teota and at Rahatpore in Dacca 
district in March 1900 when there was a good harvest after 
a bad year. Only a small portion of the villagers in these 
two instances came forward with earnestness and paid their 
contributions in grain. The stock stored in these two Dharma- 
golas was small, but in the case of Shaitgarh Teota Golah 
tliose who did not contribute in the first year, contributed in 
the third year, as they were convinced of the usefulness of 
the institution by its working in 1901 and 1902. The original 
stock of 50 maunds increased 'to 182 maunds in 6 years. In 
the case of the Rahatpore Uharmagola the original stock of 
60^ maunds increased to 186 maunds. There are two 
similar co-operative grain banks in Bankura District,' — one 
at Bansuria, and the other at Taldangra. The Taldangra 
Grain Bank was started on the 14th of December, 1906 with 
a donation of Rs 50 from the Collector of Bankura and 
member’s grain deposits of 21 maunds. Taldangra and 
Tanb'danga— two villages within the elaka of the Maharaja- 
dhiraj of Burdwan — came under the operation of the bank, 
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Very soon after its inception, however, the Taldangra 
society began to grant both grain and cash loans, charging 
29% o*’ grain loans and 12% on cash loans. The loans were 
granted only to members who numbered only 26. The 
society was duly registered in December, 1906. 

The dual function of the bank, however, gave rise to many 
complications and the office-bearers themselves experienced 
difficulties in keeping, the books. It was felt, therefore, that 
the bank should either go on purely as a grain bank or as 
a cash society. Last year the bank was converted into a pure 
cash bank. 

A better fate, however, has awaited the Banasuria Grain 
Society which is now quite in a flourishing condition. This 
bank was started in April, 1906, with 26 members. The 
original fund was composed of i6^ maunds of paddy paid 
in by members as admission fees and Rs. 50 advanced by 
the Collector from subscriptions raised previously : paddy was 
purchased with this sum and the whole stock was invested 
in loans to members and the society began work in a very 
satisfactory way. It was duly registered in April, 1907. An 
entrance fee of one sali ii.e. 20 seers) of paddy is taken from 
every new member. Repayments are very punctual in this 
society. Loans are granted in July of every year and received 
back with interest in next January. The Society built its 
own Gola, in 1914. Interest is charged at the rate of 25%, 
At present there are about one hundred members and the 
working capital consists of about 60 maunds of paddy. In 
the latest Audit Report the auditor writes — “The membefs 
greatly appreciate the utility of this bank and they told me 
that it was doing much good to them.” 

Similar societies have been established in another district 
of Bengal— Midnapur. In Bombay Presidency also there 
are now 13 such Grain Banks of which the most successful is 
that at Kodni in Belgaum, with a working capital of Rs. 4,35 1« 
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Societies at Sattigeri in Belgaum, at Dogarkhini and Lehen- 
wadi in Ahmednagar and at Vadgaon Nimbalkar in Poona 
have made a fair beginning in a small way, 

The advantages of Grain Banks. 

In his excellent little pamphlet on “Dharmagolas” Rai 
■Parbati Shanker summarises the advantages of such grain 
banks as follow — 

(1) A Dharmagola can be established in each village 

from its own resources. 

(2) The contribution of each individual being only 

a small portion of the annual yield of paddy is 
not likely to cause any hardship. 

(3) The cost of its upkeep will not be heavy, as the 

posts of the Panchayets other than the Goladar 
will be honorary. Fit men for the .management 
of the banks will be always available in the 
village. 

(4) There will be no scope for excessive borrowing from 

such banks, as there may be in the case of money 
banks. 

(5) On the accumulation of stock of paddy in the 

Dharmagola, old paddy will be exchanged for new 
paddy securing a profit and preventing sickness 
that is caused from the consumption of new rice, 

(6) The Dharmagolas, by supplying grain for food to 

the cultivators in want, would allow them to 
appropriate better prices for their crops, 

(7) The Dharmagola, being' the public property of the 

village, arid no one having any right to sell the 
stock, a reserve stock of grain will ever remain in 
the country, 

(8) The Dharmagola, if established all over the 

country, will not only benefit the agricultural 
classes, but also the Zemindars and the Govern- 
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ment as it will relieve them of the necessity of 
making contribution for assisting the people dur- 
ing famine and scarcity. 

(9) The initiative being taken, by the villagers, and the 

panchayets being appointed by them, they will 
take a special interest in these Dharmagolas and 
will try by all means to maintain them on an 
efficient basis. 

(10) During times of scarcity a formidable difficulty 

presents itself in transport of grain to villages 
which are without railway or steamer communica- 
tion. The establishment of these banks will 
solve the difficulty. 


BY-LAWS OF THE DHARMAGOLA, OR CO-OPERATIVE 
GRAIN SOCIETY * 

Name of Society, i. The name of the society is Dharma- 

gola. It is registered under Co-operative Societies Act, II of 1912. 

Reg^istered Address. 2. The registered address of the society shall, 

for the present, be at post office , thana 

subdivision ..., district ; In the event of any 

change in the situation of\he registered office, notice of such change 
shall be sent to the Registrar of Co-operative Societies, Bengal. 

Objects. 3. The objects of the society are to create a store of paddy to 
be lent out to members only for seed grain, n)aintenance and for repay- 
ment of paddy debts at higher interest, and to create a reserve stock for 
any unforeseen emergencies, such as famine and scarcity. 

Membership. 4- Every member of the sbciety must be— 

(1) ordinary resident within ; 

(2) of good character ; i 

(3) of not less than 18 years of age, except in the case of a 

minor heir of a deceased member ; 

. (4) not already a member of any other Dharmagola. 


[* Issued from the Office of the Registrar of Co-operative Societies, Bengal*] 

14 
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5i Bt^tnmber shall psly an of. in cash or 

of paddy$ and shall sign his name or pot his thumb mark 
in a register of members to be kept by the society in token of his accep- 
tance of these by-laws. 

6 . THife members of society shall consist of— 

(h) those persons who have subscribed to the application for 
registration and to these by-laws ; 

(d) such persons as shall hereafter become members of the 
society by election according to these by-laws. 

Eleetion of Iflemhers. 7. Every person desirous of becoming a 
member shall apply to the Committee of Management, which, after 
careful consideration, may elect him as a member or refuse his application. 
If more than one-fourth of the members of the society object to the 
admission of any person as a member, he shall not be admitted. As 
soon as a member has been elected, he shall sign the register of members 
and pay the entrance fee. 

8. The widow, legal heir or nominee of a deceased member, if 
elected within three months of his decease, shall be exempt from the 
payment ofentrance fee. 

Cessation of Membership. 9. Membership shall cease by (a) perma- 
nent removal of residence beyond the prescribed limits, (^) expulsion, 
(c) bankruptcy and {d) death. 

Any member can, at any time after three years of bis first becoming 
a member withdraw from the society after giving notice to the Committee, 
provided there arfe no debts due by him to the society. 

A member who permanently removes Ips residence from the area 
prescribed in by-law No. 4, shall ordinarily cease to be a member, unless 
tile Committee permit him to remain a member. 

Suspension and expulsion of Members. 10. The Committee of 
Management may fine, suspend or expel a memljer — 

(1) for any breach of these by-laws or of the rules of the society ; 

(2) for being in default to the society ; 

(3) for any conduct proved to their satisfaction by which he may 

weaken the credit of the society or bring it into disrepute. 

ii. All such cases shall be reported to the next general meeting for 
confirmation. 

funds of the Society and its borrowing power. 12. Jo carry 
pn the work of the society, the Committee of Management may raise 
^i^of co«^ibutkms oc d alsio, on behalf of 
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botti^paAdyiatKl accept deposit The Cqtamtltee 

of Management may, in special circumstances, borrow iponey with, a 
vtew^ its conversion into paddy. The/maximom^moont of borcay^ipgs 
in the shape of loaas.^nd deposits shall be det^mined annually at tbe 
general meeting of ihe society, but . may be revised at apy subsequent 
general meeting during the yean 

Contributions and Donations. 13. Every member shall be bound to 
contribute paddy to the stock of the Dharmagola, if the general meeting 
decides to levy contributions in the interests of the association. .The 
general meeting may fix the rate at which such contribution^ shall be levied. 

Iris further expected that every member shall make voluntary contri- 
butions in cash or paddy on special domestic occasions, . such as smdha^ 
marriage, birth of a child, etc. When cash is contributed, iit should be 
either added to entrance fees or converted into paddy. 

Liability of Members. 14. The liability of the society shall be 
unlimited, each member, equally with every other member, sb^ll be 
jointly and severally liable for the debts, if any, of the^society. 

15. The liability of a past member for the debts of the. society, as 
they existed at the time when he ceased to be member, shall continue for 
a period of two years from the date of his ceasing to be a member. 

16. The estate of a deceased member shall be liable for a period of 
one year from the time of his decease for the debts of the^society sis they 

existed at the time of his decease. 

/ 

17. All documents creating a charge or obligation on the. society 
shall be signed by at least three members of the Committee of Manage- 
ment, including the Chairman or the Secretary, and shall bear thecommon 
seal of the society; provided that in ease of receipts for deposits and 
repayments of loans the Chairman or the Secretary, or any office-bearer 
duly authorised by the Committee of Management may sign. 

General Meeting. 18. The supreme authority, of the society ^shall be 
vested in the general meeting. The general meeting must maintain a 
general supervision over the business of ^the . society, especially over 
the acts of the Committee of Management and supervisors, and shall do 
all things. which the interests of the. society den^nd. 

19. The general meeting shall meet at least once a year or as often 
as may betieeessary. At least a week’s, notice of ;the. meeting sbpuld be 
given. The meeting shall elect its own Chairman. The proceedings of 
all general meetings shall be^recorded by/; the Secretary ,and ^igppd by 
the Chairman. Extraordinary general meeting can be called^ vyfeenfiy^r 
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nec^smyr, at the requisition of the Registrar, the Committee of Manage- 
ment, the supervisors or members, numbering at least one-fifth of the 
number of registered members subject to a minimum of eight members. 
Each member shall have one vote. Only members present can vote. 
It is the duty of all members to attend the general meeting. One-fifth 
of the nunrrber of registered members shall constitute a quorum, but the 
minimum number of members present shall be eight. On any question 
the opinion of the majority shall prevail. The Chairman shall have a 
casting vote. At every annual general meeting the Chairman shall read 
out from the by-laws the duties of the general meeting and shall explain 
the same to the meeting before its business commences. 

20. Its duties shall be — 

(1) to review the working of the society ; 

(2) to elect the Chairman and members of the Committee of 

management and to appoint supervisors ; 

(3) to decide the maximum amount of liability to be incurred du- 

ring the year ; 

(4) to fix the rate of interest to be paid by borrowers and to deposi- 

tors ; 

(5) to decide the maximum amount which any member can borrow 

,at one time ; 

(6) to decide the maximum period for which any loan can be 

granted ; 

(7) to hear all complaints against the Committee of Management 

and office-bearers ; 

(8) and in particular in the case of the annual general meeting to 

receive a report of the number of loans and their amount 
made to members of the Committee of Management during 
the past year ; 

(9) to empower the Committee of Management, if it considers it 

necessary, to levy additional interest for default and fines 
payable by such members as fail without good cause^ to 
attend general meetings • to fix the rate of additional interest 
and fines ; to remit, if it is thought desirable, any such 
interest and fine levied by the Committee of Management ; 

(10) to transa/:t any other business that may be considered neces- 
sary. 

Committee of Management (Panchayets). 21. Subject to the direc- 
tion of the general meeting, the management of the affairs of the society 
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shall vest in the Committee of Management. The Committee shall con* 
sist of not less than five members who shall be elected annually at the 
general meeting. The Committee shall elect one of its members as 
Secretary who will also act as Goladar. They shall meet at least once a 
month on a fixed day and at a fixed place, and shall record their proceed- 
ings in the minute book of the society which shall be signed by the Chair- 
man and the Secretary. Three members should constitute a quorum and 
four members, if the Committee exceeds six. The duties of the Committee 
shall be- 
ll) to elect new members ; 

(2) to raise loans, subject to the provision of rule i ; 

(3) to deal with applications for loans ; 

(4) to receive and disburse paddy as may be required ; 

(5) to prepare periodically a balance sheet ; 

(6) to check the security of each loan outstanding ; 

(7) to collect, as they fall due, loans with interest, and to take 

necessary steps to recover all arrears ; 

(8) to verify the stock balance at least once a year ; 

(9) to take action on the report of the supervisors ; 

(10) generally to carry on the work of the society. 

22. The members of the Committee of Management shall be respon- 
slble for the good management of the society. They shall be liable to the 
society for any wilful neglect of their duties and for any expenditure con- 
trary to the rules and by-laws of the society, 

23. No Chairman or Secretary shall hold office for more than three 
years in succession without the previous permission of the Registrar or 
shall be eligible for re-election within two years of such period without 
such sanction. 

24. No member of the Committee shall receive any remuneration for 
any work done by him for the society except the writer of the books and 
the Goladar. The Committee may appoint a ^aj/a/ to weigh the grain on 
such remuneration as it thinks fit. 

25. If a member of the Committee die or resign, or fail to attend 
three Committee meetings consecutively, the other members of the Com- 
mittee and the supervisors, if any, may appoint a new man to take his 
place till the next general meeting. 

Duties of the Secretary and Goladar. 26. The duties of the Secret- 
ary and Goladar shall be — 

(i) to keep the accounts and place them before the Committee at 
each meeting • 
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^fi) to dilbiilrWatifd recei^ gvstti'tis dMlsr«d'by the CbtnmHWe fwo 
gkiain will be di sbbMed ^ithdbt lifn ordtt from the Cobimittee ; 
^ (i) ^tb keep one'key of the gbia . the dciplicate to be kept with one 
of the Committee. ^ 

IHitteh bf 'Stlt^efi^tiiOts. 27. t 1 ^ nOrtber of Supervisors shall not be 
Ibis than thtfec. Their duties shall be — 

(1) ' to watch the security of each Outstanding loan, and to keep the 

Cbmlrriittee informed regarding^ it ; 

(2) to be present at the time of annual verification of the stock by 

the Commitee of Management ; 

(3) to bring to the notice of the Committee *any abuses which they 

may have observed ; 

(4) to perform Shch Other duties as may from time io time be 

entrusted by the general mefetihg. 

The Committee shall be bound to produce all documents and accounts 
and to give every available information to any of the supervisors. 

Loans to Uembers. 28. The society shall grant no loan except to 
a member. 

29. The rate of interest on loans shall be determined from time to 
time by the general meeting but shall not exceed 23 per cent. 

* 30. Loans ^hall be granted only for the purposes mentioned in rule 3. 
Any person desiring a loan shall state definitely the object for whieh the 
Ipan is required, and every loan shall be expended only on the object for 
which it was given. 

31. Btery applicant for a loan must present one surety if the^quantity 
be hot more thanui......and two sureties for larger loans. The Com- 
mittee may requre additional security if it considers it necessary. 

fi. Repayment kists shall be fijeed by the Committee of Manage- 
Htfrcnt^at'the lime’ the loan is grahted with reference to the purpose to 
'^hich the loan is to be applied and the crops grown'by the borrower and 
his other circumstances of income ; but no loan shall be granted for any 
^•period Exceeding that which may from time to time be fixed.by the general 
httetihg. In th6' case of loans granted for seed grain and maintenance 
phrposes, full repayment should be made after the next crop. The Com- 
mittee of Management may grant an extension of time in exceptional cir- 
€ifii^tibek to hb notified to the Comfrfittee before the repayment or ins- 
talment falls due. * 

* '33. If a borrowed tails to pay interest or any instalment of principal, 
and (fie Committee of Management does not grant hn extension , of time. 
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ttm whole leee sl^ll become immediately 4wea|i4 payable, irrespective of 
any conditions on whicbbthe loao made together witb penal interest 
34. If any property released by tbe borrower frp^ mortgage with 
the paddy advanced by the society* the^ borrower sbaU not^ sell,, mortgage 
or transft^r it until the debt to the sopety has been paid* except with the 
consent of the Committee of Management or in cruder to satisfy his debt 
to the society. 

3$. Any advance outstanding against a member who dies, withdraws 
or is expelled or otherwise ceases to be a member, shall, be immi^diat^ly 
payable irrespective of any conditions on, which the loan was^ made. 

36* If the Committee of Management finds that the security for an 
outstanding loan has become insufjlicient, it shall caU on the. borrower tp 
provide satisfactory security and in default shall call in the loan at onpe. 

37. Notwithstanding anything contained above, the society reserves 
to itself the right of calling in any outstanding loans on fpur weeks’ hOtiqe, 
but this power shall not be exercised save v|hen there is a general run 
upon the society by its creditors, or when the borrciwers pf the society or 
their sureties are in such a position that the funds of the society are 
endangered or in other exceptional circumstances. 

Deposits. 38. Subject to any rules made by the general meeting, 
the Committee shall decide the terms on which deposits of paddy or grain 
shall be accepted and the rates qf interest for the various kinds of deposits, 
provided that the rate shall not exceed two<thirds of the rate at which 
loans are granted. 

Disputes. 39. All disputes which the Committee of Management 
cannot decide shall be referred to the Registrar who may either decide 
the matter himself or apppint an arbitrator or arbitrators. The decision 
of the Registrar or arbitrators shall be final. 

Books and Accounts. 40. All the account books apd the by-laws and 
other records shall be open to the inspection of members while the 
Committee of Management is sitting. 

Beser^a Fund, and Pioftta. 41* Tbo society shall maintain ^ 
fund from the profits earned by it. All profits after deduction of wtyking 
expenses and apy expenditure on chairitable purposes up to tbe limit laid 
down in the Co-operative Societies Act sfiall be credited to tl}is fuij^. 

42. Tlie reserve fund shall belong to the society as a whole apd shall be 
indivisible amongst the members. If the society ceases to exisf, tijip rpsptve 
fund shall be disposed of for the cpmmon good according to the 
of the majority of the memhets, VQ URPtQval pjE 
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43. The fund, which is intended to be a source of strength to the 
society, shall ordinarily be available for any of the following purposes: — 

(1) to cover any losses arising from unforeseen circumstances ; 

(2) to meet any liability when the society has not got sufficient stock, 

such payments being re-imbursed to the fund as soon as collec- 
tions are made : 

(3) to serve as security for any loans which the society has to contract ; 

(4) to be lent out on loans Only in the years of total failure of crops. 

MiseellaueoaB* 44. Each goia shall be locked with two substantial 

locks. The key of one of these locks shall remain in charge of the 
Secretary and Goladar /ind the key of the other lock shall remain in 
charge of the Chairman or one of the other members of the Committee 
of Management. The Goladar shall be responsible for the safe custody 
of the stock, but the other panchayets shall be responsible to the villagers 
for the safety of the golas. 

45. In ihtgoias a compartment shall be provided for keeping apart 
seed grain and another^for keeping reserve stock. 

46. To prevent deterioration of the stock the panchayets shall ex- 
change old paddy for new paddy whenever they think it necessary to do 
so, and at such rates as may from time to time be determined by the 
general meeting, or in the absence of any resolution passed at the general 
meeting, at such rate as may be deemed proper by them. 

47. At the close of each working year the panchayets shall weigh 
the stock of paddy in the presence of the supervisors who will certify the 
quantity of paddy found in it. 

48. They shall then prepare a complete account of the year’s 
transaction including the quantity of decrease in stock on account of 
wastage, loss in weight and other causes. 

49. As soon as the account^ are ready, the panchayets shall convene 
the annual general meeting. 

50. In this meeting the accounts shall be carefully examined and 

the quantity of wastage should be considered. If the percentage is 
unusually high, panchayets shall be required to explain ’ the cause of 
it. If the explanation is not satisfactory, the panchayets shall be made 
liable for the loss, and the loss shall be realised from them in any manner 
that may be settled at the meeting. ^ 

51. All income on account of admission fees shall be spent on the 
construction and repair of the gola. If such fees and donations be not 
sufficient for the construction and repair of gola^ the Committee may 
utilise the reserve paddy to meet the deficiency. 



THE CO-OPERATIVE MOVEMENT IN INDIA. II^ 

Winding up. 52. The society shall be wound up whenever three- 
fourths of the members wish it, provided that the Registrar approves. 

General. 53. Any of these by-laws may be altered or rescirided or 
new by-laws may be made at a general meeting held in accordance with 
the rules made by Government in this behalf, and such amendment 
will come into force after it has been approved and registered by the 
Registrar. 

54. The society shall keep a copy of the Co-operative Societies Act, 
II of 1912, of the rules made by Government under the Act and a copy 
of these by-laws open to inspection free of charge at all reasonable times 
at its registered office. 

55. All matters not specially provided for shall be decided according 
to the terms of the Co-operative Societies Act, II of 1912, and the rules 
framed under section 43 of that Act. 

The above are the by-laws referred to in our application for registration 
dated 

Signature of applicants. 


*5 



CHAPTER IX. 

OBSTACLES IN THE WAY OP RURAL CO-OPERATION 

IN INDIA. 

In our enthusiasm for the co-operative movement we 
should"^ not be blind to its many weak spots. A perusal of 
the Reports of the Registrars of Co-operative Societies will 
show that they, at any rate, are fully alive to them and a few 
quotations from some of them will show that they are never 
weary of reiterating them year by year. 

The illiteracy of the people. — 

The illiteracy of the people still remains the greatest 
obstacle in the way of the formation and management of 
Societies. “In many villages where there is a demand for a 
Society, jt has been found impossible to get a suitable 
Secretary. The appointment of the Talalthi or Kalkarni to 
do the work is never desirable, as this involves the collection 
of the Society’s dues and of the Land Revenue by the same 
agency and the people came to regard the Spciety as a 
Government Department. The plan of appointing one 
secretary for a group of Societies has not been conspicuously 
successful. Group Secretaries are often reluctant to visit 
societies outside the village where they reside. Committee 
members are harassed by being summoned to the secretary’s 
house, and accounts fall into arrears. Moreover, when the 
Secretary is the only Uterate man in a society, there is always 
a danger that he will become the master instead ' of the 
servant.” (Bombay Report, 1914-15). The Registrar of Bihar 
and Orissa similarly points out that “the determining factor 
is the illiteracy and ignorance of the ryots. In most 
societies those who can read and write can be counted on 
the fingers of one hand and usually it is 'very difficult to find 
one man who is really competent to keep the books. * * * The 
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present situation is that the average member either caniK>t, 
because of his illiteracy, or else he thinks it none of his 
business to, control the Committee, and at any rate dares 
not offend the prominent men of the community in whose 
hands the bestowal and recovery of loans appear to He," 
The gradual spread of education is the only remedy for this 
state of things. 

The selfishness of the membeni oithe Managing Committees.— 

“The selfishness of the members of the Managing Com- 
mittees and the apathy cf the general body of members which 
in fact tend to promote the self-seeking propensities of the 
managing committee are also dangers to which all the co- 
operative societies are peculiarly liable. The selfishness of 
the committee of management is observable in the way in 
which they try to appropriate the bulk of the loans. To avoid 
detection henami loans are indulged in. To root out this 
evil we must depend upon the growth of a more corporate 
feeling amongst the members and this growth can only be 
encouraged by an insistence on the knowledge of co-operative 
principles on the part of the general body of the members”. 
(Bengal Report, 1914-15). 

Favonritism in advanoiug loans and anpnnctaality in repay- 
ment.— 

“Carelessness or favouritism in advancing loans, or slack- 
ness in pressing for recovery, on the part of the Committee, 
unpunctuality in repayment or even wilful default on the part 
of members,.are things that have to be guarded against, day 
by day, even in the best of societies. These are platitudes, 
but they need be impressed upon many excellent people who 
know that co-operation is in the air, and go about vaguely 
preaching its ‘blessings’ without a word about its difficulties. 
We still have to fight the notion that co-operation is a 
Government Charity, A member pf the Managing Com- 
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mittee of a rural society in the Deccan informed me that 
‘a society means that our Rao Saheb distributes Government 
money to poor men.’ Abysmal ignorance of this kind is 
hardly typical now. But far too many societies seem to 
expect to get a loan from the Central Bank to redeem all 
their members’ old debts as soon as they are registered. I 
have steadily refused to sanction loans for this purpose to 
societies that have not proved for a year or two their capacity 
to manage loans for ordinarj? agricultural purposes. The first 
lesson that members have to learn is the necessity of punctual 
repayment of loans. The Sawkar neither expects nor desires 
punctuality.” (Bombay Report, 1914-15.) 

“The punches, as a rule, have not been slow to take advan- 
tage of the situation, and a common feature is the accumula- 
tion of a large proportion of the working capital in the Hands 
of a few men, even beyond their real asset.s. Then the 
punches either cannot or will not pay up their large kists and 
so either lose authority to collect or else purposely allow the 
rest to fall into arrears so as to make it appear that owing to 
bad seasons no one can afford to pay. In this way a number 
of societies have come and are coming to stagnation and 
ruin. To this result injudicious management or lack of 
supervision on the part of central banks and organizers only 
too often contributes. In the old days .societies were frequently 
started without proper local inquiry, the members were not 
properly instructed in the principles of co-operation and 
either too many men were taken in at first or else the 
membership was allowed to increase so rapidly that, even 
if the original applicants understood anything, they were 
swamped by a number of loan-grabbers who never learnt 
anything about the society at all. The societies have either 
been left too much alone or inspected by clerks whose one 
idea was' to sign the books and get away, or else to make 
money. Genera! meetings vyere either not held or else rushed 
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through in a perfunctory manner with a bare quorum and 
without the despatch ^of the business prescribed in the bye- 
laws. The panches themselves -seldom read their bye-laws* 
or even knew of their existence. The financing of societies 
was also one of the causes of failure. Money was freely 
given out to the panches, who often kept in their own hands 
loans destined for others and even when societies failed to 
pay their dues without proper excuse, fresh loans were granted 
again, and perhaps again, under the idea that the societies 
.were dependent on the central bank or that if they did not 
receive advances they would have recourse to mahajans, and 
this was accounted a disaster. Often, too, the members paid 
their kists by borrowing temporarily at high rates from 
mahajans, sometimes even from the sahu treasurer of the 
central bank through whom all payments were made and 
received. Another common trick was to show all loans due 
from members as collected, whereas only sufficient money 
was raised to pay the central bank’s demand and on a new 
advance being received, the amount actually given to each 
member was increased in the books so as to square the 
accounts.” (Bihar and Orissa Report, 1914-15). 

How to remedy these defects.— 

To remove these defects the following means have been, 
more or less, generally, taken in the major provinces — 

(i) Careful organization : No society is now registered 
until a local enquiry has been made by a respon- 
, sible person, usually a director or the central 
bank manager, who has to certify that the 
statement of the assets and liabilities of the 
members is correct and that all the applicants 
understand the “Ten Main Points of Co-opera- 
tion”. Good organization is half the battle won, 
and a society properly started and thereafter 
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inspected rarely gives trouble, provided it is not 
allowed to expand too fast^ 

(2) Inspection and Instruction : The improvement of 

tjie inspecting staff and the appointment of good 
managers, who will be more reliable and wield 
greater authority, have already begun to bear 
good fruit. For the better inculcation of co- 
operative knowledge the “Ten Main Points” have 
been drawn up, translated in prose and in verse, 
and circulated amongst all co-operators. 

(3) General Meetings : Due importance should be 

attached to the annual general meeting, and it 
should be pointed out that, if it is to have any 
value in most societies, the presence of a director, 
supervisor or some other responsible person is 
essential. Without such help, tlie illiterate 
. members cannot control the panchayat and the 

meeting may well be a farce. The audit note 
and the annual accounts should be explained 
and the limit to the amount which each member 
may borrow carefully examined. A general limit 
for all members such as is commonly laid down 
is quite useless. 

(4) Business-like financing ; Central Banks must re- 

move financing altogether from the sentimental 
plane and put it on a strictly business footing. 
Societies which are well-managed and whose 
members pay their kists and take proper interest 
should be given loans, while bad societies should 
be refused money or their advances much 
restricted. If societies whose members do not 
pay and will not learn their by-laws and the 
“Ten Main Points” get advances just like the 
rest, it has the worst; effect on the whole area, 
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(5) Liquidation^ Expulsion etc. : Those societies which, 

on account of their bad ways are refused loans 
and still do not improve must be recommended 
for dissolution. Hitherto the tendency has been 
to avoid extreme measures as being harsh and 
likely to give the movement a bad name. 
Experience shows this to be wrong. The main- 
tenance and financing of bad societies has bad 
effects on the rest, wastes the time of the directors 
and the staff and does more harm in the eyes of 
the public than closing them. The expulsion of 
one or two bad members often has the desired 
result, but it is not always easy, 

(6 ) The establishment of Guaranteeing Unions on the 

Burma model will go a great way towards 
establishing the financial stability of the societies 
and promoting their better and more careful 
management. 

The criteria of success.— 

Briefly speaking, the criteria of success of rural co-opera- 
tive credit societies may be enumerated as follow — 

1. Knowledge by Chairman and Secretary of all by- 
laws. 

2. Knowledge by all members of the ten essential princi- 
ples. 

3. Good management ; 

. Careful admission of members. 

Careful issue of loans. 

Punctual colledtion of dues. 

Good accounts. 

4. Increase of assets— diminution of debts. 

5. Local initiation. 

6. Ability to get local funds. 



CHAPTER X. 


EFFECTS OF THE RURAL CREDIT' CO-OPERATIVE 
MOVEMENT IN INDIA. 

The rural credit co-operative societies in India are now 
numbered by the thousand ; with their aid laborers have be- 
come owners ; hopeless debt has been banished and the 
Mnka^u driven out ; agriculture and industry have been 
developed, and the villagers in the poorest tracts have be- 
come prosperous ; the illiterate man has turned towards 
education and the drunkard has been reclaimed ; the middle- 
man has been eliminated, the raiyat is getting full value for 
his produce, and paying his rent with ease ; village life has 
been stimulated by associated action and by the business 
education of the bank ; punctuality, thrift and mtitual con- 
fidence are being taught ; litigation has decreased and 
morality has improved ; activity has taken the place of 
stagnation and routine ; associated action has replaced 
mutual distrust. 

These effects of the credit co-operative movement upon oifr 
rural folk may be classified under six heads — moral, educative 
sanitary, social, economic, and administrative. 

The Moral Effects.— 

The societies have exerted a very powerful influence on the 
moral and social welfare of their members. Drinking, 
gambling and other forms of loose morals and social indiscip- 
line. have necessarily to be sternly discouraged where a com- 
munity of men stand jointly responsible for the debts of one 
another. Provincial reports abound in instances where a 
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society has excluded or punished members for such 
delinquencies. 

The moral effects of the movement are evident when we 
consider that many of these societies settle village disputes 
by reference to the panchayet without going up to courts. In 
the words of Sir Edward Maclagan — “The effect of co- 
operation on litigation is in some places very marked and we 
hear in one district of a decrease during the year of i,ioo 
Civil Cases which the judicial authorities ascribe in the main 
to co-operative credit societies.” In last year’s report of the 
Registrar of Co-operative Societies, Bengal, we read that 
arbitration of disputes by societies is now a common feature 
in several areas and that sometimes curious punishments are 
meted out to members who are found guilty of any offence. 
In one society in the Manipur area the minute book shows 
that a member was to be beaten with shoes for trespassing on 
another member’s land and the order was duly carried out 
and the member meekly submitted to the punishment. Many 
societies in the United Provinces have instituted small funds 
for the benefit of indigent residents of the village. Interesting 
cases are also common where a society has taken charge of 
the land and effects of a deceased member and after a careful 
administration which made possible an early repayment of all 
liabilities have returned the fields to the widow or children of 
the deceased. We also read in the annual report of the 
Brahmanberia Central Bank that during the recent scarcity in 
that district the members of some societies had made a rule 
that the adult members would fast for the whole day once a 
week and the small savings they, would be able to make 
thereby would be spent towards helping the needy neighbours 
in distress. There is no doubt that the co-operative societies 
have been very largely instrumental in broadening the moral 
outlook of the members and in giving them a new interest in 
life. 
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The Educative Effects. - 

In the words of Mr. Wolff the credit co-operative 
movement “has already quickened the intelligence of the 
raiyats and awakened their power of thought, understand- 
ing of business and sense of responsibility. They have learnt 
something and they are showing themselves anxious to 
learn more. They want to master rudimentary letters, 
to fit themselves for keeping accounts and checking them.” 
Again, Sir Edward Maclagan says — “We have instances 
brought to our notice of the effect of co-operation in 
improving the education and morality of the communities 
which have adopted it, in reducing unnecessary expenses and 
in supplying medical relief.” As a matter of fact.we find that 
in a Midnapore village one of the most direct effects of the 
society has been the in.stitution of a Middle English School 
to the upkeep of which the society is now contributing four 
rupees per month from its profits, and that in Khulna one 
of the effects of these societies has been a growing demand 
for night and vernacular schools. 

Effects on rural sanitation.— 

Sometime ago the Government of Madras approved a 
scheme for utilizing the services of rural co-operative societies 
for the improvement of sanitation within the area of their 
pperations and decided to try the experiment with some 
twenty societies in large non-union villages. Grants amount- 
ing to about Rs. 1 8 , cxx) were made to these societies which 
were allowed to spend the amount without any of the forma- 
lities usually required by- the local fund code and other stand- 
ing orders. The presidents of the taluk boards concerned 
were requested to inspect the works in person and report to 
Government, through the Registrar of Co-operative Societies, 
whether the money had been properly spent and how far it 
bad been supplemented by local contributions, 
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In a recently published Government Order, the Govern- 
ment observe with pleasure that with one exception all the 
societies, or, under their influence, all local residents, have, on 
the whole, discharged the duty imposed on them satisfactorily. 
The grants made by Government were supplemented by local 
contributions in the shape of money in four cases and in the 
shape of free labour in two others. The experiment having so 
far met with success, the Government of Madras have per- 
mitted presidents of district boards to use these agencies for 
carrying out further rural sanitation work where opportunities 
offer subject only to inspection of the completed work by the 
president of the taluk boards concerned. 

, We Welcome the new departure and are glad that the 
scheme has been successful. If the scheme is slowly and cau- 
tiously advanced without interfering with the ordinary work 
of credit societies, it will be productive of much good to the 
community. We wish similar experiments were tried in 
other provinces of India. In the other provinces the societies 
have, of themselves, undertaken and carried out sanitary re- 
forms within their areas. Thus in several districts of the 
United Provinces quinine and other simple remedies have 
been stocked and distributed to the villagers. In Benares 
and Jaunpur, the societies have done very useful sanitary work 
in the filling of pits, repairjof drinking wells, improvement of 
village drainage ; all this was done with the help of the grants 
made by the District Boards, largely supplemented by contri- 
butions from the societies themselves. 

The Shcial Effects.— 

Its social effects are no less remarkable. The Indian co- 
operative credit societies give loans to members not only for 
paying off old oppressive debts and for such productive ob- 
jects as the purchase of fertilisers, seed and livestock, the 
building of houses, the purchase of land etc., but also for 
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marriages, pilgrimages and funerals. Here in Ii>dia no dis- 
tinction is made between productive and non-productive 
expenditure, the distinction observed being that between 
necessary and unnecessary expenditure. Loans for marriages, 
sradks and even pilgrimages to holy places are also there- 
fore allowed ; because, if loans for such purposes were refused 
the members would be compelled to raise money from maha- 
jans at the usual exorbitant rates and they would be left 
without any wholesome check on their expenditure. 

In many cases the punchayets have cut down the amount 
Applied for to meet such expenses. It is usually the dread 
of village opinion that compels a villager to spend large sums 
of money on these social ceremonies. It is the same village 
opinion which now compels a man to restrict his expendi- 
ture on these objects and the good people of the villages where 
there are societies are no longer anxious to have feasts at the 
expense of an unfortunate man who has lost his father or who 
has to marry his son or his daughter, for (on account of un- 
limited liability) anything th^it affects the man’s solvency 
might also affect their own pockets. Again, in his Resolution 
on the working of Co-operative Credit Societies in the United 
Provinces, during 191 1-12, Sir James Meston thus sums up 
in weighty terms some important aspects of the social results 
of the Co-operative Movement : — “The movement has un- 
doubtedly had an appreciable effect in creating solidarity of 
feeling and a neighbourly spirit, and in providing a nucleus of 
a natural authority to which village disputes can be referred 
and which may be invoked to justify thrift pn occasions 
where custom demands extravagance. It is in effect calling 
into existence an articulate public opinion and giving it con- 
crete embodiment in the pmnchayet. Further, the group 
system of organization is leading to co-operation between 
village and village. The Registrar, with pardonable enthu- 
siasm, looks upon the movement as heralding a new corporate 
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village life and even the birth of a rustic civilization and 
culture.’’ 

The Economic Effects.— 

Its economic effects are very far-reaching indeed, for it 
has tempted hoarded money out of its concealment and has 
attracted the funds of the general public. The successful 
working of these societies has earned the confidence of the 
villagers who now do not hesitate to deposit their boarded 
savings in them. These societies are specially appreciated 
by widows and old men as convenient places for the custody 
of their hard-earned savings. We give here some remarkable 
instances from the very interesting reports on the working of 
Co-operative Credit Societies in Bengal. In Midnapore the 
widow of a mahajan who did not help the society with any 
deposits, although several times approached by the members, 
deposited Rs. 800 on behalf of her minor sons two days after 
the death of her husband. In another case a man who was 
not suspected of having any money at all brought Rs. 100 
to deposit in his society after there was a theft in the village 1 
In Khulna a palanquin-bearer, to the agreeable surprise of 
all, brought in Rs. 1,200 to deposit in the Khulna Union — a 
case of hoarded wealth indeed ! Enquiries elicited tho in- 
formation that he was known to be a sober and steady man 
and that the villagers had always suspected that he had some 
money which he had Silas-like buried underneath the earth. 

The Land Revenue Administration Report of the Bombay 
Presidency.for the year 1914-15, bears striking testimony to 
an important aspect of the economic effects of the movement 
in the following words ; — “The amount advanced under the 
Takavi Acts in the Presidency proper was little more than 
half of that of the previous year. This is largely due to the 
satisfactory agricultural situation ; but there are also signs 
that the spread of the co-operative movement is tending 
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to make the cultivator less dependent upon Government for 
financial support than was formerly the case.” 

Mr. Wolff thus summarises the economic effects of the 
Credit Co-operative Movement in India — “Co-operative 
Credit has brought money to many a spot thirsting for it, 
generally in the right way ; in many cases has it replaced 
hopeless insolvency by solvency already attained or else in 
in prospect ; there are, at any rate, hundreds, probably 
thousands, who have, by the aid of this helpful ally, liberated 
themselves from the usurer’s yoke ; there are villages in 
which the mahajan and the sowcar now find their occupation 
gone. The institution has accordingly inspired new hope 
into the minds of the debt-burdened ryots and opened to 
them a way to higher existence.” 

Some other important aspects of the economic effects of 
this movement may be noticed here. One is thus described by 
Sir Edward Maclagan — “If we take the question of saving in 
interest alone, the benefit done has been great, and is increas- 
ing. We may fairly assume that the saving on each loan 
given out by societies during the year to agriculturists has 
amounted to at least ten per cent, and the result is that at a 
low computation we save the agriculturists of India from an 
absolutely unnecessary burden of at least ten lakhs of rupees 
for every crore of rupees lent out by Co-operative Societies : 
and the sums so lent out have already begun to be counted in 
crores.” 

Credit Co-operation is also bound to play an important 
part, if not directly, at least indirectly, in the development 
of Indian commerce and industries. In the first place, by 
removing the heavy load of indebtedness it will increase 
the purchasing power of the ryots and create a large 
demand for industries. Secondly, by reducing the general 
rate of interest and setting free a large portion of capital 
which is now employed on agriculture and which is now earn- 
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ing a rate of interest which industrial concerns can hardly 
afford to pay, it will promote and encourage investment of 
Indian capital in industries. 

Thus we see that the Co-operative Credit Society is the 
guardian of the village — it is its own bank, its own court, its 
own school and its own municipality : it lends money, it 
settles disputes by arbitration, it offers educational facilities, 
it effects sanitary improvements— it has grown into a sort of 
a village democracy : truly has it been said that “one dan 
see in these institutions the beginnings of the bid village 
communities whose disappearance as a factor in the political 
organization of the country every one deplores.” 

Its possible administrative effects. — 

In a similar strain H. E. Lord Carmichael spoke in his 
opening speech at the fifth Bengal Provincial Co-operative 
Conference of 1913 — “In the administration of Bengal the 
solution of great problems which most nearly affect the 
people of the country (whether they concern the water-supply 
or sanitation or fighting malaria) depends upon local effort, 
and in this we are handicapped by the want of village institu- 
tions. But I hope I am right in foreseeing that in the future 
these societies will take the place of the old village institu- 
tions which once existed in India, and I am sure I am right 
in thinking that, if they do so, there will be a great change 
for the better in the administration of the country.” So also, 
the Hon’ble Mr. P. C. Lyon, speaking at the same conference, 
.said — ‘.‘It ie reccjgni.sed now on all sides that a successful 
village society means a far step forward in education and 
local self-government, — in fact, the resuscitation of village 
government in a most attractive form.” 

And in his presidential address at the sixth Bengal 
Provincial Co-operative Conference (1914) he (the Hon. 
Mr. Lyon) predicted that the Co-operative Credit Societies 
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were destined to form the best and soundest basis for the 
constituencies of the future. “I look, forward to the time,” 
he said, “when the Co-operative Credit Society of each village, 
bnnging the people together for all matters connected with 
the weal of the village, will be linked up with the system of 
'tillage and circle government and will be utilized as the only 
efl&cient electoral unit. Each such unit will vote for the 
representative who will look after the interests of the village 
in a larger council composed of an aggregate of unions, and 
he will, in his turn, help to elect the members of still higher 
councils. In every stage of such development you will find 
the Government your firm ally, as it is in this way alone, I 
believe, that we shall obtain truly popular constituencies, 
able, by the influence they exercise on public affairs, to con- 
tribute valuable assistance towards the good government of 
Bengal.” 



OH AFTER XI. 

NONwACffilCULTURAL CREDIT COOPERATIVE SOCIETIES. 

.Provision for the formation of non-agricnltaral cre,dit co opera- 
tive societies.— 

The advisability of providing for ;the .formation . of prb^p 
or non^agricultural credit societies was recognized eyif!^ 
before any steps had been taken to launch the co-o_peri^tiy;e 
movement ,in .India. The report of the committee on the 
establishment of co-operative credit in India-rthe comniijttep 
which sat in 1901 and which drafted a bill as the result of its 
deliberations — contained the, following paragraph — “Further,, 
we consider that the efforts of Government should not 
limited to encouraging the establishment .of purely agricul- 
tural societies. The Italian co-operative banks were first 
started in towns, and taking into consideration the results 
achieved by them, we consider that endeavours should bp 
made to encourage the formation of urban societies wprl^ng 
on co-operative lines. The object which these, speieties 
would serve would be two-fold. In the first pjace, we 
consider that they would meet an existing want in providing 
a medium somewhat more profitable than the Post Office 
Savings .Bank for the accumulation of savings by clerks, and 
•artisans, and would thus serve as ,a useful .and much-n?pded 

incentive .to thrift Further, one of the main functions 

.of.suqh jbapks in Italy is the loanihg of capitfiltto rpr^l 
banks and we see no reafson ..why urban socletiq^ ,in India 
should not similarly provide funds for village ^pcieties.” . 

The Co-operative Credit Societies Act of 1904, based 
largely upon the recommendation of thcraboye cpmi]uittee, 
recognised ,t,wp classes of societies, agricHltural and urban, 
the distinction b^ing that .jn tbe former foi^r-:|ifths pf 

17 
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Members were to be agriculturists, and that, in the latter, at 
least four-fifths were to be non-agriculturists. It is thus clear 
that the Government of India intended from the start of the 
co-operative movement that non-agricultural credit co-opera- 
tion should develop side by side with agricultural co-opera- 
tion, or at least that every opportunity should be provided 
for its so developing. Nevertheless it must be remembered 
that the real motive which has inspired the Indian co-opera- 
tive movement has been the desire to benefit agriculture. The 
result is that there are i6,oi6 agricultural societies and 914 
non-agricultural societies of which the majority (791) belong 
to the class of non-agricultural credit societies. 

The time has now come to pursue a more energetic policy 
regarding the development of non-agricultural credit societies. 
“The interest on loans paid by the industrial classes in towns 
is not lowCr than that charged to agriculturists. With rising 
prices, insufficient and insanitary house accommodation, wages 
often held in arrears, and a desire for a higher standard of 
living consequent on the spread of education, industrial 
difficulties are bound to increase, and we are of opinion that 
any form of organization, such as co-operative societies, that 
has a tendency to alleviate these difficulties is worthy of 
support. We would also point out that the excessive deve- 
lopment of agricultural societies to the exclusion of other 
classes means that the demand for money and the repayments 
of loans are not distributed evenly throughout the year, but 
occur at particular seasons, with the result that Central 
Banks during certain months of the year, find it difficult to 
employ their capital profitably. There are also advantages 
in bringing the urban classes, and specially the lower indus- 
trial classes who at present see little of Government officers 
except in their judicial or punitive aspects, into close contact 
with a branch of ^Government which they cannot but regard 
as beneficent. For these reasons we would advocate the 
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extension .of co-operation among the non-agricultural 
classes, provided always that it is carefully supervised and 
controlled.” {Maclagan Committees Report'), 

Non-agricultural Credit Societies have already made 
their appearance in all the larger provinces. The total of 
these is about 800 of which about half are of unlimited liability. 
On the question of the form of liability to be adopted in 
such societies the Maclagan Committee think that as a 
general principle, when the clientale is fairly well-to-do, ar^d 
when, owing to local conditions, full mutual knowledge 
cannot so easily be secured among the members, and when 
the share capital is adequate to the business undertaken, 
liability should be limited, but otherwise it should be un- 
limited. The Committee recommend that in dealing with 
such societies, central banks would be justified in exercising 
more caution than is required in dealing with agricultural 
societies because the co-operative safeguards are not generally 
so well developed. The members are often scattered or 
nomadic, with the result that mutual supervision tends to be 
less strict and difficulties occur in realizing loans. The 
circumstances of many societies compel them to follow 
purely business methods and to overlook to some extent 
the moral sanction that should govern their work. The 
accounts are often too complicated for the ordinary member 
to understand. On the other hand in some points many 
of these societies are superior to the average rural society. 
More of their members are literate. The management 
and accounts are more careful and accurate. The accumula- 
tion of savings deposits is feasible. Short-term loans and 
repayments by regular monthly ihstalments are easily 
arranged. 

In different parts of India very many varieties of type of 
these societies have come into existence. We intend to 
police here three of the piost important viz.— (i) Midd}^- 
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dia^‘ IXtbati' Bfeinks, (2) Societies for Saiary-earrrers; and 
(3) Societies for Poor Castes. 

(1) Middle-class Urban Banks.— 

These societies are composed mainly of members of the 
middle classes, issue shares for an important amount, are based 
oh limited liability and carry on a general banking business 
hoth with its own shareholders and with the public. They 
thus resemble very closely the ordinary joint-stock banks, and 
tend generally to drift away from co-operative principles. 
Shares are often taken up for the sake of dividends and 
money is not infrequently borrowed for speculative enter- 
prises. Their value consists not so much in their services to 
co-operation as in the training-ground they afford to their 
members for understanding ordinary joint-stock banking. 
Such societies would perhaps be scarcely justified on their own 
merits in^claiming registration under the Co-operative Societies 
Act, but the Maclagan Committee think that, on the whole, 
where joint-stock banking facilities are absent, they may fulfil 
a useful purpose, and they see advantages in encouraging their 
formation. 

BY-LAWS OF THE UEBAN CO-OPEEATIVE CEEDIT 
SOCIETY, LIMITED.* 

Eogistmtion and Style— i. The Society shall be called the 
Co-operative Credit Society. It is registered under the Co-operative 
Societies Act, 1912. The address is. — 

Objects. 2. The objects of the Society are to borrow funds on the 
joint and several responsibility of all the members for being utilised as 
loans to members for productive purposes, and to encourage thrift, self- 
help, and co-operation generally among the members. 

Capital. 3. The capital of the Society shall consist of — 

(^). ; shares subscribed by the members, the value of each share 
bftipg Rs, ICO t 

I* bsoed fporn the eillce of the^RegUtiar of Cot-Operative Societies,. Barma.| 
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(^y Tbe Reserve Fund. 1 

The Society may, in order to extend its business, contract loans and 
accept deposits of money on the security of its capital. 

Liability of Members — 4. In the event of the Society being wound 
up, every present and past member of the Society shall be liable to con- 
tribute to the assets of the Society an amount sufficient for the payment 
of the debts and liabilities of the Society and for the cost, charges and 
expenses of the winding up, and for the payment of such sums asf may be 
required foi the adjustment of the rights of the contributories amongst 
themselves, except under the following circumstances 

(a) No past member shall be liable to contribute to the assets, of 
the Society if he has ceased to be a member for a period of two years or 
upwards prior to the commencement of the winding up. y 

(d) No past member shall be liable to contribute in respect of 
any debt or liability of the Society contracted after the time at which 
he ceased to be a member. 

(c) No contribution shall be required from any menriber exceed- 
ing the amount, if any, unpaid on the shares in respect of which 
he is liable as a present or past member. 

Members. 5^ The Society shall consist of not less than ten inhabi- 
tants of town, above the age of eighteen, of respectable character and' 
sound mind. 

Any person wishing to join the Society must present a written appli- 
cation to the Committee of Supervision stating his willingness to submit 
to the obligations resulting from the constitution and from the bye-laws 
and decisions of the Society and the number of shares he wishes 
to take. 

6. In cases of transfer of shares from one person to another a written 
application must be made by the heir or acquirer even though he be 
already a member. 

7. The decision as to the acceptance or rejection of an application 
for membership or to acquire new shares shall rest with the Committee 
of Supervision with an appeal to the General Meeting whose decision 
shall be final and not removable into any Court of law. 

If the application for membership be granted, the new member must 
sign his name ia the register of members. 

8. The new member is bound — 

(i) to pay within one month the premium on the share or shares 
ta}cen ; • . ; ^ 
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(2) to acquire or subscribe to at least one $hare» the payment of 
the full amount of which or of the hrst instalment of which must be made 
within one month of admission ; 

(3) , to hold himself liable to the full amount of the shares sdb- 
s<:ribed by him for all obligations assumed by the Society. 

9. The amount of the premium shall be proportionate to the value 
of the share having regard to the amount of capital paid up and of the 
Reserve Fund. 

10. Shares may be acquired by lump sum payments or by quarterly 
instalments of not less than Rs. 5 payable in advance. 

11. Each member is entitled — 

(1) to obtain credit within the limits and in the manner laid down 
in these bye-laws ; 

(2) to vote at the General Meetings provided he has paid the 
premium on and at least half of one share and has been regis- 
tered as a member for not less than three months ; 

(3) to a part in the capital and profits of the Society proportionate 
to the amount of his shares. 

12. No member may hold more than ten shares. 

13. The Committee of Supervision may expel any member from the 
Society who — 

(1) is in arrears with the payment of three instalments of the share 
subscribed by him without sufficient excuse ; 

(2) compels the Society to sue him to force him to fulfil any obli- 
gation contracted by him with it ; 

(3) is convicted of any serious criminal offence ; 

(4) has committed an act considered dishonourable by the Com- 
mittee. 

An appeal shall lie to the General Meeting whose decision shall be 
final and not removable into any Court of law. 

14. In the case (i) of the preceding article the part paid share or 
shares shall be forfeited to the Society. In cases (2), (3) and (4), the 
Society shall refund, after deducting any sums due by the member ex- 
pelled, the balance he has actually paid up. 

15. In the event of a member’s death, the Committee of Supervision 
may admit the heir as a member if it thinks fit or may after deducting 
all sums due by the deceased to the Society refund the amount of share 
subscriptions made by deceased to the heir. .In such case the rateable 
profit fund due at the close of the year shall also be paid to the heiy. 
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i6« The shares are nominative and personal and shall not be sold 
or pledged except to the Society or to a member and with the Com- 
miltec’s consent 

17. A member shall be entitled to a share in the dividends begin- 
ning from the half-year (January ist or July ist) following that in which 
he shall have completed the payment of his share. 

18. Upon full payment of his share as well as of the premium, if any, 
the member shall receive a share certificate. 

19. At the beginning of each year {i\e, in July) the Committee of 
Supervision shall determine the value of new shares in accordance with 
the amount of capital subscribed and of the Reserve Funds and shall 
determine the premium to be paid by new members taking shares within 
that year. 

20. Members may increase the number of their shares at any time 
provided that not more than ten shares may be held or subscribed to. 

21. Members removing temporarily from the area prescribed in 
Bye-law 5 may continue to subscribe to shares but shall not be eligible 
for loans. 

22. Each member at the time of his taking a share shall record in 

respect of each share taken by him the name of the successor to whom 
he desires the share money and dividends accruing thereon to be paid 
in case of his death and the Committee of Management shall be bound 
to make over sums so due to such nominee, after deducting any sums 
due by the deceased to the Society. , 

23. Each share shall bear a consecutive number and shares shall 
be issued serially. 

Funds. — 24. The interest paid by the Society on Fixed Deposits and 
loans shall not exceed 12 per cent. 

25. The amount which the Society may borrow from non-members 
shall be regulated by the Registrar who will be guided by the stability 
of the Society. 

Loans. 26. In order to apply for a loan a member must— • 

(1) have been in the Society since payment of the first instalment 
of a share at least three months • 

(2) have no debt overdue to the Society or due to his own sureties 
on account of any previous loan obtained from the Society ; 

(3) offer according to circumstances sufficient personal or real 
security for due repayment of principal and interest. 

Applications for loans shall be made to the Committee of Management. 
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27. Loans may only be granted to members and, with thf cement 
of ^he Registrar, Co-operative Sopieties registered under the Cp- 
operative Societies Act, 1912. 

28. Loans may be granted to a member up ‘to five times the amount 
, paid up by him op bis shares. 

The Committee of Management may grant loans not exceeding 
,Rs. 400of their own authority and, with the previous approval of the 
Committee of Supervision, not exceeding Rs. 800. The General 
Meeting may sanction loans with the special sanction of the Registrar, 
up to Rs. 1,500. 

29. -Loans may not be granted for more than nine months. Two 
renewals, each for not more than three months, may be granted on 
punctual payment at each renewal of at least one-fourth of the original 
.loan with interest. Provided that loans to agriculturists for agricultural 
purposes may be granted on the same terms as to repayment as are .fixed 
ior loans for similar purposes in agricultural societies in the neighbour- 
hood. 

30. The rate of interest on loans to members shall not exceed 15 
,per cent, per annum (Rs. 1-4-0 a month per cent). 

31. Loans shall only be made for productive purposes. 

32. The purpose for which a loan is required shall be definitely 
stated in the application to the Committee. If it is misapplied, the 
Committee of Management shall have power to require repayment in 
full within one month with interest, if any, due and in addition to impose 
a fine of Re. i for each Rs. 10 of the loan. 

33. The Committee of Supervision shall each year appoint a Sub- 
Committee of not less than half of their number to supervise the uses 
to which loans are put and on their report of misapplication the Com- 
.tnittee of Management shall take steps towards recovery. Court suits 
^hall be bifought.by the society in the name of the Chairman. 

34. The General Meeting shall in December fix the maximum 
normal credit of each member, i.e.^ the maximum which t^e suip pf his 
.outstanding loans together with loans. to be made to him in the coming 

12 months shall not exceed. The Committee shall not grant Joans ,in 
oi \\i\^ maximum. A subsequent General Meeting may, when 
necessary, for special reasons sanction an increase of the maximum 
credit of apy member. No member can claim loans up to the maximum 
so fixed. The object of such. fixation js to limit the amount »which tb« 
Committee 4nax op it,s own authority lend to individual members. 
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A rcgiswr shall be maintained showing year by year the maximum 
normal credit of each member. . 

35* The Committee of Management shall be personally liable to 
the Society for loans which cannot be recovered owing to misapplication 
where it has failed to take action at the timo*^ of such misapplication to 
demand and enforce repayment or owing to failure to proceed against 
sureties in respect of overdue loans. 

36. Loans shall always be granted on the personal security of the 
borrower and two or more sureties, who should ordinarily be members. 
In addition to such personal security the Committe of Management may 

require as collateral security a mortgage of immovable property the 

pledge of carts, cattle or boats. 

37. It shall be entirely within the pov/er of the Committee of 
Management to refuse a loan, to limit the amount, to object to particular 
members as sureties, and to fix such period within the maximum periods 
stated in Bye-law 29 as it thinks fit. 

38. Should a member become permanently ineligible for membership 
or be expelled, his loan account shall be at once closed, without 
reference to the term for which the loan was given ; the loan shall fall 
due at once and be recovered without delay. In the case of members 
temporarily ineligible the Committee of Management shall decide 
whether to recover the loan at once in full or in the instalments 
originally fixed. 

39. The Society’s charge upon the interest of a member in respect 
to any debt due from such member shall be regulated in accordance with 
section 20 of the Act, which is as follows : — 

“(20) A registered society shall have a charge upon the share 
or interest in the capital and on the deposits of a member or past member 
and upon any dividend, bonus or profits payable to a member or past 
member in respect of any debt due from such member or past member 
to the Society^ and may set off any sum credited or payable to a member 
or past member in or towards payment of any such debt*’’ 

Genial Meeting. — 40. The ultimate authority in all matters relat- 
ing to the administration of the Society shall be the General Meeting, 
which shall meet from time to time as necessary, but at least four 
times a year. All members must attend. Each member shall have 
but one vote. The General Meeting shall deal, among other matters, 
with — 
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(i) The election of the Committee of Supervision, the Committee 
of Management and the Chairman of the Society, 
t (2) The enactment, amendment or repeal of bye-laws. 

(3) The explosion of members. 

(4) Complaints by individual members against either Committee. 

(5) f The fixation of the maximum borrowing capacity of the 
Society. 

> ‘ (6) The fixation of the maximum normal credit of each member. 

(7) The Registrar's yearly audit report. 

(8) The balance-sheet. 

(9) The entry into a Union of Co-operative Societies. 

41. At least half the members shall be necessary to form a quorum 
for the General Meeting and no business shall be transacted at any 
General Meeting unless a quorum is present, except as provided in Bye- 
law 47. As regards any question the opinion of the majority shall 
prevail. In case of equality of votes the Chairman shall have a casting 
vote. 

42. General meetings shall be of two kinds, ordinary and extra* 
Ordinary. 

43. Ordinary General Meetings shall be held at least four times 
every half-year in July, October, January and April on such date and at 
such place as may be determined. 

44. The Committee of Supervision may, whenever they think fit, 
and shall upon a requisition in writing signed by ten or more members 
not in default to the Society, convene an extraordinary General Meeting. 

45. Such requisition made by the members shall be addressed to the 
Chairman. It shall expressly state the object of the meeting proposed 
to be called, and shall be left at the registered office of the Society. 

46. Notice of ordinary General Meetings shall be sent to all members 
of the Society, if amendment of the bye*laws is proposed, at least 
fifteen days, and in other cases at least seven days, before the holding 
of such meetings. Notice of extraordinary General Meetings shall be 
sent fifteen days before. The notice shall set forth clearly the subjects 
for discussion and the resolutions to be proposed, and no other subject 
shall be discussed without the express permission of the Chairman. 

47. If, at the hour fixed for the meeting, a quorum is not forthcoming, 
the Chairman shall, if the meeting has been called on the requisition of 
bf the members, dissolve it. If otherwise convened, the Chairman shall 
postpone the meeting to a date at least seven days and not more than 
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wteks ahead, and the business to be transacted at such postponed 
nneeting shall be the same as, and no other than, that proposed for the 
original date of meeting. At such postponed meetings, resolutions exr 
ccptin^ resolutions to amend the byp4aws may be carried by the majority 
of twoi-thirds of the members present without regard to the number 
required to form a quorum. 

48. When the Society desires to join a Union of Co operative 
Societies a General meeting shall be held and a resolution be passed and 
and recorded in the minute book to the effect that the Society will join the 
Union, if admitted. The signatures of the Chairman and two members 
of the Committee of Management in the Union Register of Members 
shall then bind the Society to fulfil the obligations undertaken under 
the Union Bye-laws. 

49. Two auditors, who shall not be members of the Committee of 
Management shall be elected for the ensuing half-year at each half-yearly 
Ordinary General Meeting whose duties shall be to investigate the 
accounts of the Society, examine the books monthly and sign them, if 
correct, and if they be found incorrect to report to the Chairman. They 
shall examine the balance sheet drawn up, and report whether it exhibits 
a true and correct view of all affairs of the Society. 

The Committee of Snpervision. 50. — The Committee of Supervision 
shall consist of not fewer than six members to be elected annually by the 
General Meeting in July, 

A merpber shall be deemed to have vacated his post if without good 
reasons he attends no meetings for a consecutive period of three months. 

Three members shall form a quorum. 

Pending an election to fill vacancies at the General Meeting next 
following, vacancies in the elected members shall be filled by co-option. 

The Chairman of the Society shall be the Chairman of the Committee 
of Supervision. In his absence the Committee of Supervision shall elect 
a Chairman for the meeting. 

The Chairman and members of the Committee of Supervision shall 
be removable during their term of office only by a Iwo-thirds majority of 
the members present at a General Meeting. 

It shall hold a meeting once ih the first ten days of each month, and 
oftener, if summoned by its Chairman. 

It shall allot shares and sanction the transfer of shares (Bye-law 7 ) 
and shall at each monthly meeting examine the Cash Book, Loan and 
Peposit Ledgers^ Savings Bank Ledger and such other books and 
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papers as it may think fit. It shall satisfy itself that business is being 
conducted with punctuality and in accordance with the bye-laws and 
iht Co-hperative Societies Act and Rules. 

It shall generally supervise and give directions subject to the control 
of the General Meeting regarding the work of the Society. The Com* 
mittee of Management shall be bound to obey such directions. 

51. The Committee of Management shall consist of five members 
elected annually by the General Meeting in July including the Secretary 
of the Society and a Treasurer who shall be appointed by the General 
Meeting. 

The members shall retire in turn one at the end of^ each year‘; 
provided that the Committee of Supervision with the cohsSnt of the 
Registrar may remove any member of the Committee of Management, 
and may fill any vacancy which may occur by appointing a member to 
hold office until the next General Meeting. 

The Committee of Management shall meet as often as the business 
of the Society may require and at least twice a month. 

Two members shall form a quorum. 

The Committee of Management shall conduct the business of the 
Society subject to the control of the General Meeting and to such 
directions as may be given by the Committee of Supervision. 

The Committee of Management shall — 

(1) issue share certificates on completion of share payments (Bye- 
laws 7, 10 and 18). 

(2) disburse loans (Bye-laws 26 to 39) ; 

(3) accept deposits within the limit imposed by the Registrar (Bye- 
laws 24 and 25) ; 

(4) be responsible for the regulation of expenditure ; 

( s) subject to the consent of the Committee of Supervision appoint 
and fix the salary of the clerical and menial establishment ; 

(6) prepare in July an Annual Balance sheet and submit it with 
proposals for the disposal of profits to the August General Meeting ; 

(7) prepare a Balance Sheet at the end of each half-year (30th 
June and 31st December) which shall be submitted to the Registrar ; 

(8) submit to the Registrar every fortnight a statement of ledger 
balances and such other returns as the Registrar may require. 

52. No member of the Committee of Management shall attend the 
discussion upon or vote on any appli(:ation for a loan in which he himself 

interested qs borrovyer of* surety, 
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53. The Committee shall be responsible in all its acts to the General 
Meetings of members, and shall keep ail necessary books and accounts 
at the registered office of the Society. 

54. The members of both the Committees shall work gratuitously 
but, if necessary, the Secretary may be given such remuneration as the 
Committee of Supervision may fix. Expenses actually incurred for 
stationery, and such like, shall be debited to the Society. 

55« The following books shail be kept 
(a) List of Members 

(d) List of Shares 
(c) Cash-book 

(r/) Register of Loans 

(e) Register of Deposits 
(/) Demand Register 
(^) Minute Book 

(A) Register of maximum normal credits of members 
(/) Inspection Note Book, 

and such other books and accounts as may be prescribed by the Registrar. 
All resolutions of the General Meeting and of the two Committees shall 
be recorded in the Minute Book. 

56. All receipts and documents must be signed by two members of 
the Committee pf Management on behalf of the Society and their 
signatures shall bind the Society. 

Profits and Reserve Fund.— 57. Of the net profits accruing each 
year ending 30th June as declared by the Registrar in July— at least 25 
per cent shall go to the Reserve Fund. 

The balance or such less amount as the General Meeting thinks * fit 
may be paid as dividend to share-holders rateably to their shares, 
provided that no dividend shall be paid from profits accruing in the first 
two years. 

The balance, if any, shall be credited to the Reserve Fund. 

58. The Reserve Fund consists of— 

(a) One-fourth net profits annually credited to it. 

(^) The premium paid by new members on shares. 

(r) FineSr 

59. The Reserve Fund is formed primarily to provide a margin 

beyond the liabilities of the Society to ensure its ability to pay such 
liabilities in fpH in ca$e of dissolution, < , 
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Where the Society is affiliated to a Central Bank and has made 
arrangements with such Central Bank whereby the Central Bank 
guarantees to provide funds to repay to depositors at due date sums 
deposited with the Society, the Society may use its Reserve Fund in 
loans to members. 

Where no such arrangement has been made with a Central Bank 
the Society shall invest its Reserve Fund in the Post Office Savings 
Bank or in the Upper Burma Central Bank Savings Bank at call. 

6 0. The Reserve Fund shall be one and indivisible. It belongs to 
the Society as a whole. No member can claim a specified share in it. 
It shall not be written down except with the Registrar’s sanction, 

6 1. In the event of dissolution the balance of the Reserve Fund 
after all liabilities have been discharged shall be paid as a dividend 
upon the fully paid-up shares of such members as are still in the Society 
at the date of dissolution or, if no shares have yet been fully paid up, in 
such manner as the Registrar may approve. 

* Diesolution. 62.— -Dissolution shall only be effected according to 
sections 39, 40, 41 and 42 of the Co-operative Societies Act II,'I9I2. 

Disputes,— 63. (i) Every dispute, other than disputes already 
provided for in these bye-laws, between the Society or an officer thereof 
and— (n) a member or person claiming through a member or under the 
rules of the Society, and (d) any person aggrieved who has not for more 
than one year ceased to be a member of the Society, or any person 
claiming through such person aggrieved, shall be referred to the 
Registrar for decision or reference by him to arbitration. 

General. — 64. The books of the Soc iety and copies of the Act, 
Rules made by Local Government thereunder, the bye-laws of the Society 
and the last audit report and balance sheet shall be kept open to inspec- 
tion by members free of charge at all reasonable hours at the registered 
address of the Society. 

65. Each member shall have a pass book which shall be written up 
from time to time by the Secretary. 

Audit and Supervision.— 66. The Society shall subscribe, by way 
of fee or rate or otherwise, such sums as may be fixed by the Registrar, 
in consultation with the Union, if there be a Union, towards (i) its audit 
and (2) supervision. 

67 These bye-laws are supplementary to the provisions of the Act 
and Rules thereunder, and the Society will be guided by the Act, Rules 
and Bye-laws fead together. 
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Societies for Salary-Earners.— 

The Special Circumstances of Salary~Eamers. — Agri- 
cultural co-operative societies can be started without much 
risk because the members have their lands, houses, and cattle 
to offer as security. Also being neighbours and residents 
in one village, they know each other well and are therefore 
willing to undertake joint unlimited liability. In towns fewer 
jsersons own immovable property, and owing to the greater 
population there is less mutual knowledge.' Accordingly, 
co-operative societies are usually started with a limited liability 
and a share capital. This share capital is subscribed by the 
members themselves out of their savings, and is the guarantee 
fund on the security of which deposits and loans are obtained 
from the public. The scheme is convenient enough for 
artisans, small traders, and professional men who have some 
working capital of their own out of which they can afford to 
buy a share or two. But it does not suit the large class of 
salary-earners, whether employed by private firms, Govern- 
ment departments, or railways, who are drawing a fixed 
monthly rate of pay and have rarely any accumulated capital' 
on hand. If the wage-earner has not more than Ke. l or 
Rs. 2 left over after he has paid his monthly bills, it will be a 
long time before he can manage to buy a Rs. lo share in an 
ordinary co-operative society. 

A salary-earner is in a difficult position, because he has 
no security to offer to his creditors except his prospect of 
remaining in his post and drawing his pay. Death or 
dismissal w.ould deprive him of his livelihood. Transfer 
might remove him beyond the reach of a convenient court. 
Any one who lends money to him has these risks before his 
eyes, and charges proportionately higher rales of interest. 
He needs loans for medical attendance, marriages, obsequies, 
&c. as much as any one else. But he has to pay more for the 
accotttihodatipn. When he once gets into debt, therefore, he 



144 tHE CO-OPERAtiVE MOVEMENT IN INDIA. 

often finds it very difficult to get out of it again and to make 
a fresh start. With regard to savings, men regularly employed 
by private firms have often no provident find in which to 
invest. Banks despise the humble rupee or two which is all 
that they can afford to lay by monthly, and without the 
wholesome compulsion of a definite fund system they find it 
difficult to save at all. 

Co-operative Societies for Salary-Earners . — These general 
considerations determine the special form which Co-operative 
Credit Societies for Salary-earners must take. First of all the 
society must be based on thrift, because that is the ultimate 
foundation of all credit, and thrift implies that every member 
shall make monthly savings from his pay in proportion to his 
means. This is provided for by the system of subscription 
explained in by-law 13, which is enforceable by expulsion 
for default under by-law 11 (6). In return for his monthly 
subscription the member will be given a receipt ticket, and 
as soon as he holds tickets worth Rs. 10, may convert them 
into a fully paid-up share worth Rs. 10, ranking for dividend 
from the date of the first subscription. This conversion is 
necessary, because an employees’ society will ordinarily be 
one of limited liability, and must therefore possess a paid-up 
share capital in order to secure public credit. But, as has 
been already pointed out, most salary-earners are in debt 
before they join the society, and if the society is to be of any 
use to tliem it must start by redeeming their old debts. The 
terms on which such loans may be made are explained in 
by-laws 40, 41 and 42. The committee will fix the monthly 
instalments of repayment (not exceeding 30) according to the 
means of the borrower. It would be a hardship to call on 
members to continue to pay in their subscriptions and to con- 
vert them ' into shares at (say) 6 per cent, while they are pay- 
ing (say) 12 per cent for the loan which they have taken from 
the society. Therefore as soon as they have collected . receipt 
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tickdis worth Rs. 10, they have the option of applying the 
sum to the extinction of the debt due to the society over and 
above their ordinary instalment, instead of buying a share if 
they prefer it. These are the main special features which are 
recommended to adapt co-operative credit to the needs of 
salary-earners. 

Formation of a Salary- Earners' Society . — If the need of a 
society on * the above model is admitted the first step is for a 
few promoters to come together and to discuss the project. 
Salary-earners are subject to a more strict discipline than the 
ordinary public and therefore it is often prudent to add 
weight to the committee by securing the adhesion of one or 
two employers or heads of offices. This is particularly 
necessary when, as is often the case, the society is confined to 
a single firm or department. The knowledge that their chief 
is taking part in the society does much to keep members up 
to the mark. Such men will not usually consent to stand for 
election on the same plane as their own subordinates, and 
therefore provision has been made in by-law 29 for their 
service ex-officio. In some cases they may agree to allow 
recovery of advances by the society through the pay-bills, and 
this greatly decreases the risk of default. But even when this 
cannot be arranged, the head of the office may promise to 
help in bringing pressure to bear on recalcitrant debtors.- 
Official support having been secured, the next step is to 
secure about 40 other respectable emplyees who are ready to 
become members and to take up shares. The society will 
probably want a good deal of capital to start with, in order 
that it may at once take up debt redemption. This can only 
be obtained from outside, provided that there is a fair amount 
of paid-up share capital to serve as a basis of credit. There- 
fore a nucleus of substantial men who will take up 5 of lo 
shares each is desirable. In admitting humbler members the 
promoters should be more careful, because their real security, 

19 
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as a rule, is poor, and the society will have to rely to a 
large extent on their general character for honesty and thrift. 
Where a service is scattered over a wide area, it should 
be considered whether means are available for remitting 
subscriptions and instalments to the head office, and whether 
sub-committees will be required. After these enquiries the 
promoters should hold a preliminary meeting and should 
discuss and make any changes they think desirable in the 
model by-laws. 

The difficulties which beset co-operative societies for 
employees are, firstly, the transfer of members from place to 
place in a big business or department, and, secondly, the fact 
that even on the Committee the members are unable to meet 
on a footing of equality. It is impossible for them, since 
they all belong to one service, to forget, in conducting the 
business of the society, their relative official positions outside 
it, and in this way influential or highly-placed members are 
able to secure excessive loans for themselves or their friends, 
and by recusancy in the matter of repayment may seriously 
embarrass a committee composed largely of their subordinates. 
It makes for better management if the head of the office, 
whether a member or not, can watch over the society, and if 
arrangements can be made by a provision in the by-laws for 
'the recovery of loans by deduction from monthly salaries. 
The Maclagan Committee suggest that it would often be 
possible for such societies to encourge thrift, to provide them- 
selves with an improved security, and to simplify their 
account, if they required all members, as a condition of mem- 
bership, to insure themselves in the Post Office Insurance 
Fund. 

Such salary-earners’ co-operative credit societies have 
been largely formed among the employees in mercantile and 
railway offices. All the societies in Calcutta with the excep- 
tiori of the Anglo-Indian Society fall under this class and the 
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most prominent are the East Indian Railway Society and the 
Bengal-Nagpur Railway Urban Society of which the former 
was started in the year 1912. The objects of the society are 
to raise funds by means of issuing shares and by borrowing, 
and with such funds to assist share-holders -in times of diffi- 
culty, and to encourage thrift and co-operation among all. 
Any employee of the E. 1 . Railway Company drawing a 
monthly pay of Rs. 15 or over and being above the age of 
18 years is eligible for membership of the society. The 
number of members at present (1916) is 3068 and the working 
capital consisting of share capital (Rs. 1,95,901) and deposits 
(Rs. 2,90,129) is Rs. 4,86,030. The successful working of the 
bank is well attested by the fact that it was able to declare a 
dividend of 7 per cent last year. A similar society has re- 
cently been started among the employees of the Assam-Bepgal 
Railway. 

In Bombay there are 12 societies of the above type. The 
two largest are the Great Indian Peninsula Railway Em- 
ployees’ Society with a membership of 5,733 and a working 
capital of Rs. 4,24,750 and the Bombay, Baroda and Central 
India Railway Co-operative Society with a membership of 
4,074 and a working capital of Rs, 2,1 1,645. The manage- 
ment of both these societies is controlled from head-quarters, 
and recoveries of loans made from the members’ pay-bills. 
The Central Telegraph Office Society of Bombay has a mem- 
bership of '204 and a v/orking capital of Rs. 13,980. The 
Bombay Postal Society registered two years ago has now a 
membership of 344 and a working capital of Rs. 9,685. The 
spirit and management of all these societies is excellent. 
They owe much to the personal interest bestowed on them 
b^ their official chiefs, 
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BY LAWS or THE EMPLOYEES’ CO-OPERATIVE CREDIT 
SOCIETY, LIMITED^ 

L— Preliminary.— I. The name of the society is 

— : — I Limited, and its registered address shall be-.. 


Any change of address shall be notified to the Registrar within 14 days 
and published in a local paper. 

а. The first meeting of the members after registration shall have the 
same powers as are herein given to the Annual General Meeting. 

3. The objects of the society are to encourage thrift by enabling 
members to save part of their income in a safe and convenient way with 
the prospect of a fair profit, and to prevent indebtedness by making loans 
available on reasonable terms. 

H. — Funds.— 4. Funds may be raised — 

(1) by subscriptions and shares, 

(2) by loans and deposits, 

(3) by donations and entrance fees. 

5. The amount of capital to be raised by the sale of shares shall not 
exceed Rs. • The nominal value of each share shall be Rs. 10. 

б. Deposits and loans may be received for fixed periods or upon 
current account, at such rates of interest and to such an amount as may 
be determined by the Managing Committee : provided that the total of 
loans and deposits shall never exceed eight times the subscribed share 
capital, plus the reserve fund. 

7. The funds of the society when not utilized shall be invested or de- 
posited as required by section 32 (i) (a), {b) or {d) of the Co-operative 
Societies Act. 

III.— Membership.— 8. No person shall be a member unless — 

(1) He is permanently employed in — . 

(2) His written application for membership has been approved by 

an absolute majority of the Managing Committee. 

(3) He has paid an entrance fee of rupee i. 

(4) He has either purchased at least one share or paid his first 

monthly subscription under By-law 13. 

Members who signed the original application for registration are 
exempt from By-law 8 (2), 


t* Issued from the Office of the Registrar of Co-operative Societies, Ipombay.j 
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9. Every duly elected member shall sign his name intheK)llof 
members, undertaking thereby to abide by the By-laws of the society, 
and to accept the rights, obligations and responsibilities of membership 
as defined in those By-laws. 

10. Any member may withdraw from the society at any time after 
giving two months’ notice to the Managing Committee, provided that he 
is not in debt to the society or surety for another member who is in debt 
to it. 

11. A member of the society may be expelled by a vole of General 
Meeting — 

(1) if he is a persistent defaulter ; 

(2) if he wilfully deceives the society by false statements ; 

(3) if he is bankrupt or legally disabled ; 

(4) if he is criminally convicted ; 

(5) if he intentionally does any act likely to injure the credit of the 

society ; 

(6) if he fails for three successive months to pay his monthly sub- 

scription. 

Expulsion may involve the forfeiture of all shares held by him, 

12. A person ceases to be a member — 

(1) on death ; 

(2) when his resignation is accepted by the Managing Committee ; 

(3) on expulsion ; or 

(4) on the transfer of forfeiture of all the shares held by him ; 

(5) when he ceases to be in the permanent employment of 

IV.—Shares and Subscriptions.— 13. Every member shall be re- 
quired to pay to the society a monthly subscription at the following 
rates : — 

Pay. Subscription. 


Rs. 

I to 

IS 

... 

Rs. 

0-8 


16 to 

40 

... 

u 

I-O 


41 tq 

80 

... 


3-0 

1) 

81 to 

100 

... 

u 

4-0 


&c. 



See. 



In exchange for each subscription paid, he will receive a printed 
receipt ticket. As soon as he has acquired tickets worth Rs. 10 he may 
produce them before the Secretary, who will cancel them and issue to 
him a share certificate for one Rs. 10 share. The certificate will be dated 
and will rank tor dividend from the date of the payment of the first 
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subscription. If a member prefers, he may use the subscription tickets, as 
soon as their accumulated value is not less than Rs. id, for the purpose 
of paying oflF any debt owed by him to the society. 

14. In addition to the shares purchased from the monthly subscript 
tions any member is at liberty to apply to the Managing Committee for 
further shares and to pay for them in a single cash payment. 

15. The liability of a member is limited to the nominal value of the 
shares held by him. 

16. A member may transfer his share or shares, after holding them 
for one year, to another member, with the approval of the Managing 
Committee. The transfer is not complete until the name of the transferee 
has been entered in the Share Transfer Register, and such fee as the 
Managing Committee may prescribe has been paid. 

17. A share certificate bearing a distinctive number shall be issued 
for share subscribed. 

18. In the event of membership ceasing under By-law 10 or 12, the 
par value of the shares held by a member after deducting any amount due 
by him to the society shall be paid to him within 6 months from the date 
of the cessation of Membership. 

19. Any member of the society may by a writing under his hand 
deposited with the society nominate any person (other than a servant 
or officer of the society) to whom the whole or any part of his interest 
in the society should be transferred in the event of his death. A fee of 
two annas will be charged for recording such nominations and any 
subsequent revocation or variation. 

20. On the death of a member the amount standing to his credit 

by way of shares or dividends or subscriptions shall, subject to deduc- 
tions on account of his liabilities, be paid to his heir nominated by him, 
or in the absence of such nominee, to such person as may appear to the 
committee to be entitled to receive the amount as heir or legal repre- 
sentative of the deceased member on his executing a deed of indemnity 
to the society. The deposits of the deceased may be withdrawn by such 
heir, only if the period of deposit has expired. - , 

V.— General Meetings,— 21. The Annual General Meetiug shall 
be held during the month of April. 

22. The functions of the Annual General meeting are — 

(i) to elect a president for the ensuing year, whose duty shall be 
to preside at General Meetings, to supervise the adminis- 
tration of the society generally, and to summon through the 
secretary generd meetings wheiiever necessary ; 
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(2) to appoint persons to audit the accounts of the society during 

the ensuing year and to fix their remuneration ; 

(3) to elect four members of the Managing Committee for the 

ensuing year and to appoint a secretary and any other 

officers that may be required and to fix their remuneration • 

(4) to receive from the Managing Committee the balai^ce sheet of 

the last year and to sanction the distribution of the profits ; 

(5) to consider any communication or audit memorandum that may 

have been received from the Registrar or any other business 

duly brought forward ; and 

(6) to consider appeals against the orders of the Managing Com- 

' mittee, and generally to exercise supreme authority in any 

matter relating 10 the work of the society. 

23. A Special General Meeting can be summoned by the President 
or by a majority of the Managing Committee, or on a requisition from 
the Registrar, or from the twenty-five ordinary members. It shall be the 
duty of the President to call such a meeting. 

24. In the case of an Annual General Meeting 14 days’ notice, and 
in the case of a Special General Meeting 7 days’ notice, shall be given. 
The notice shall specify the date, hour, and place of the meeting and the 
business to be transacted. 

25. With the permission of two-thirds of the members present at a 
General Meeting, any member may bring forward a proposal not men- 
tioned in the notice convening the meeting, provided that such proposal 
does not relate to the expulsion of a member or the alteration of a By-law, 

26. The President shall have a casting vote in addition to his ordi- 
nary vote. 

27. A member owning one to five shares shall be entitled to one 
vote, 6 to 10 shares two votes, 10 to 20 shares three votes, 20 to 50 
shares four votes, and more than 50 shares five votes. Any member 
may appoint another in writing to vote for him as his proxy. 

28. Two-fifths of the total number of members or 25 (whichever is 
less) shall form a quorum at a general meeting. If there be no quorum the 
meeting shall be adjourned for at least 7 days, and at the adjourned 
meeting the business of the original meeting shall be disposed of, whether 
there is a quorum or not. 

VI.— Managing Committee. 29. The management of the society 
shall be carried on by a Managing Committe, consisting of three 
members holding office ex-officio, namely, (i) 

(2) (3) 


, and 4 members 
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elected at the Annual General Meeting. The Chairman of the 
Committee shall be the President elected under By-law 22 (i). The 
Committee may elect its own Vice-Chairman, Each member shall have 
one vote, 

,30. Subject to the By-laws and the resolutions passed at a General 
Meeting the Managing Committee shall have full authority to carry on 
the business of the society. It shall meet for the transaction of the 
business not less often than once a month. Four members shall form 
quorum, 

. 31, Vacancies among the elected members of the Managing 
Committee from death or any other cause shall be filled up at the next 
ensuing General Meeting by election. 

32. A Committee minute/book shall be maintained by the Secretary, 
in which the names of members present and the proceedings at each 
meeting shall be recorded. It shall be open to the inspection of all 
members. 

33. No member shall be present or vote on any matter in which he 
has a personal interest. 

34. The powers of the Managing Committee shall be — 

(1) to admit new members ; 

(2) to appoint, suspend, fine, or dismiss all salaried servants 

of the society, subject to an appeal to the General 

Meeting. 

(3) to appoint sub-treasurers for collecting subscriptions at 

local centres ; 

(4) to hear and deal with complaints ; 

(5) to deal with applications for loans ; 

(6) to supervise and check the accounts ; 

(7) to enquire into and take action in cases of default ; 

(8) to prepare annual balance sheets ; 

(9) to raise loans and deposits on such terms as may be decided 

upon ; 

(10) to institute, defend, or compromise legal proceedings ; and 

(11) generally to conduct the business of the society. 

35. An appeal shall lie from all decisions of the Managing 

i Committee to the General Meeting. 

36. It shall be the duty of the auditors appointed under By-law 22 
(2) to audit the accounts and documents of the society quarterly^ and of 
the Managing Committee to produce all the requisite books for their 
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inspection. This audit shall be in addition to the audit made by the 
regular staff of the Registrar. 

37. The services of all the members of the Committee shall be 
gratuitous. The Chairman and Vice-Chairman are ineligible to receive 
loans from the society. 

38. The Managing Committee shall control the Secretary, ivfiose 
duties shall be — 

(1) to carry on the correspondence of the society and to 

maintain all its books, accounts and registers ; 

(2) to receive applicatioiis for loans» withdrawals of deposits, 

Sec. and to lay them before the Managing Committee ; 

and to prepare receipts and vouchers; 

(3) to receive and disburse money on behalf of the society under 

the orders of the Managing Committee ; and 

(4) to attend to all other business entrusted to him by the 

Managing Committee. 

VIL — Loans. 39. Any member wishing to obtain a loan shall 
forward to the Secretary an application, stating amount required, purpose, 
surety or security offered, and period of repayment desired. 

40. Members are entitled to receive loans equivalent in amount to 
the paid-up shares held by them without any surety. A loan may also 
be granted to any member up to ten times the value of his paid-up shares, 
subject to a maximum limit of Rs. 1,000, at the discretion of the 
Committee. 

Provided that it shall be at the discretion of the Managing Committee 
to lend once only, irrespective of the limit contained in this By-law, on 
first admission, a sum which in the opinion of the Committee will suffice 
to pay off an existing debt contracted prior to admission into the society. 

41. Loans shall ordinarily be repayable in 6 or 12 monthly instalfnents. 
But the Committee have authority to extend repayment over a longer 
period limited to thirty months, if necessary. Meanwhile the usual 
monthly subscriptions must be paid in addition to the instalments. 

42. Loans' shall be made on the personal seenrity of the member 
borrowing and that of two sureties who shall be members, or on 
mortgage of unencumbered hnmavable property, or on the security of the 
amount standing to a members credit by way of shares and subscriptions, 
or on the assignment of an insurance policy the surrender value of which 
covers the loan, or with one surety, provided that the loan is less than 
Rs. 50 or one monWs pay, whichevar may be greater, 

29 
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i; ’ 43» IntcreM on loans shall be I2i annas per cent, per month (equi- 
valent to pies per rupee, and to per cent, per annum). Loans 
4aken before the i6th of a month will bear interest for the full month, 
and on or after the i6th, no interest for that month. The General Meeting 
shall have power to alter the rate of interest. 

44. On overdue loans interest shall be charged at 18 per cent, per 
annum from the date of default. 

, 45. When a member takes a loan from the society or becomes 
surety under By-law 42 he shall undertake not to resign service in the 

until his liability is discharged. 

Company 

46. It is the duty of the Managing Committee to take action for the 
recovery of overdue loans. The Committee shall be liable jointly and 
severally for any loss befalling the society on account of any loan or 
inatalmcnt which has been overdue for more than six months without its 
permission, unless in that period a suit has been filed or the case referred 
to arbitration. 

YIII. — Deposits. 47. Deposits may be received at any time either 
in current account or for a fixed period. A' pass book shall be supplied 
to each depositor, in which interest shall be credited on production half- 
yearly on April ist and October ist. 

48. After the period of a fixed deposit has expired interest shall be 
paid on it at current deposit rates, unless the deposit has been accepted 
by the Committee for a further fixed period. 

IX. — Distribution of Profits. 49. The distribution of profits shall 
be decided on at the Annual General Meeting. The balance remaining 
after carrying 25 per cent, to reserve, and paying a bonus, tif any, to office- 
holders, shall be available for paying a dividend on shares. Dividends 
will be added to member’s subscriptions, unless any member applies to 
have his dividend paid to him. 

50. The dividend shall not exceed percent, until the maximum 
lending rate to members has been reduced to per cent. , 

X. — Eeserve Fund. 51. In addition to the sum prescribed under 

section 33 of the Act, all admission fees and receipts on account of for- 
feited shares, fines and donations, shall be carried to reserve. ' 

52. Not less than half the reserve fund shall be deposited with some 
outside society or bank approved by the Registrar. 

53. Any loss on the year’s working may, with the previous sanction 
of the Registrar, be made gopd from th^ reserve fund. 
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XI. Accounts and Records. 54. Accounts and records shall be 
maintained in the forms prescribed by the Registrar, with such additions 
as the Managing Committee think necessary. The Chairman and 
Secretary have power jointly to execute documents, grant receipts, and 
sign share certificates on behalf of the society, 

55. Any member of the society may inspect any of the registers or 
records during oflfice hours so far as they relate to his own business 
transactions. 

56. Before April 15th annually the Managing Committee shall draw 
up statements showing the receipts and expenditure, assets and liabilities, 
and profit and loss for the previous year. A copy of these statements 
shall be supplied to the Government auditor. 

XII— Amendment of By-laws. 57. Subject to the rules framed 
by the Local Government, By-laws can be amended, provided that notice 
of the amendment has been given to the Registrar, the Collector of the 
District and the members at least 10 days prior to the meeting. Amend- 
ments take effect after being registered under section 11 (3) of the Act. 


Societies for poor castes.— 

Indebtedness is also chronic with the poorer castes such 
as mill-hands, masons, drivers,, cobblers, scavengers and 
sweepers and domestic servants. The efforts of the Servants of 
India Society, Poona, and the Debt Redemption Committee, 
Bombay, in introducing co-operation amongst these classes 
have met with most encouraging results. After a careful 
study of the conditions under which this class of people lives 
the members of the Servants of India Society came to the 
conclusion that there was no hope of reclaiming therh except 
by improving their economic condition. With this bbject 
thrle societies amongst this class of men were started in 1913 
and the results attained so far are full of promise. In two 
and a half years 14 co-operative credit societies have been 
formed. As a rule membership of a particular societyds con- 
fined to persons living within a definite neighbourhood and 
belonging to the same caste or following the same bccupai- 
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tibiit M(tfni)er$ «re required to subscribe by instaltftenls for 
twfe 6t wore debeotores, and ate encottrag^ed to deposit their 
fftbnfhrfy Savings in the society. The society raises further 
hapitat by means of loans or deposits from non-members and 
and as soon as possible liquidates the debts of its members. 
Lectures on thrift, temperance and co-operation form a 
special feature of the scheme. The societies are supervised 
by paid inspectors. Government have made a grant of Rs. 
566 per annurh for 5 years to assist the work. The total 
membership of the 14 societies stood at about 400 of whom 
the majority have been redeemed entirely from debt to usur- 
ers, the average debt of each workman being Rs. 300. 
Their debts to the extent of Rs. 1,10,000 to usurers have been 
Wfdtfced to Rs. 87,944 by conciliation and transferred from 
usbrerS to the co-operative societies. At the same time the 
rate of interest has been reduced from roughly an anna in the 
rupee per month to a pice. The societies have advanced Rs. 
87,944 for repayment of prior debts : of this total the mem- 
bers have discharged Rs. 40,083 in two and a half years. 
These societies have reduced indebtedness by nearly one-half 
and on the balance they are paying quite a reasonable inte- 
rest. The members who have borrowed from the societies 
for debt redemption have insured their lives, and 247 insur- 
ances for Rs. 250 each have been effected. A co-operative 
dispensary has been established and night schools have been 
set up. The example of Bombay might with advantage be 
foHowed in the large cities and mill-towns of India specially 
In Calcutta and Howrah where the lower municipal etfip-loyees 
and the imill'-hands are under the firm grip of the mercfless 
Riabuli money-lender : but wherever such societies are to be 
started, in their early stages they need constant help and 
guidance which can best be Supplied by some philanthropic 
lndi\*idu8tI wisoc»al agency. The WOrk well repays its origb 
oator, fon «5 a rutej these da^es show themselves very 
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amenable to co-operative ideas and anxious to learn. To their 
credit it must also be said that they are generally most honest 
and punctual in their repayments. Since the members, 
owing to their depressed condition and lack of education 
cannot hope to matKige their own business without long train- 
ing, specially in the matter of account-keeping, the Maclagan 
Committee think that the support of the clerical staff of these 
societies is an object for which grants might suitably be given 
by Local Government on very much the same grouncfs as 
justify grant to other philanthropic institutions. 



CHAPTER XII. 


AGRICULTURAL NON-CREDIT CO-OPERATIVE 
SOCIETIES. 

Among agricultural societies for purposes other than 
credit the leading types are — Agricultural Sale Societies, 
Cattle Insurance Societies, Agricultural Supply Societies, in- 
cluding Manure Supply Societies, Implement Supply Societies 
and Seed Societies, Fishermen’s Co-operative Societies, and 
Co-operative Dairy Societies. 

I. Agricultural Sale Societies— 

The object of these Societies is to assist the members in 
the disposal of their crops and the products of agricultural 
industry carried on by them and to enable the members by 
means of joint sale to obtain better value for their crops and 
produce. There are at present 52 such societies in Burma, 
where they combine wrongly, we think, with credit business, 
the sale of paddy and ground-nuts on behalf of their mem- 
bers direct to wholesale dealers at Rangoon. The establish- 
ment of such societies had rendered possible the elimination 
of unnecessary middlemen. The result was that profits, 
which previously went to these middlemen, became available 
for division between the agriculturist, the merchant and the 
ultimate consumer. The removal of such agents as were 
merely parasitic meant more rapid business, a quicker turn- 
over, and a better understanding between the wholesale pur- 
chaser and the producer of the crop. We are, however 
surprised to read in the latest Burma Report that “the experi- 
ment of direct sale of paddy by societies to Rangoon mills 
had not had encouraging results and was not continued.” 
The societies were dissatisfied with regard to measure and 
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payment. The millers were unable, it is understood, to 
undertake purchase by weight which would prevent the 
present causes of dissatisfaction on the part of sellers. 

Such co-operative sale societies are, however, what Bengal 
most requires, because at present the agriculturists do not get 
the full value of many of their crops. “Jute at once suggests 
itself as a subject for experiment. It does not require much 
imagination to realize the benefits which co-operative 
methods in the sale of jute can confer on the people, but at 
present the speculative element in the trade keeps it outside 
the range of practical politics. The question is, however, 
worth considering. Something ought also to be done with 
cereals and with expensive local crops like cardamom. An 
experiment in the joint sale of cardamom was made last year 
in Kali m pong which had a great effect in raising the price”. 
These remarks occur in the Bengal Report of 1911-12. 
Since then co-operative sale of cardamom has been experi- 
mentally tried, but many difficulties have stood in the way 
of its success. The subject of the co-operative sale of jute 
has recently come to the fore, but nothing has yet been done 
in view of the present disturbing elements in the jute trade. 

It would not be out of place here to point out that the 
co-operative sale of agricultural produce, as distinguished 
from the sale of articles co-operatively producedj has not 
made great progress in Europe. 

Co-operative sale on the general market in large quantities 
is practically confined to two classes of products — poultry 
and eggs, and corn. The former has been successful in 
Denmark. There the market catered for is a foreign one 
and success is due to the centralization of the system (all the 
local societies being little more than buying agencies), to the 
genius of the Danes for co-operation, to their loyalty to the 
central organization and scrupulous observance of its rules. 
The joint s^le of corn js ponfined to Germany, The iparkef 
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16 at their doors, but it is only after ma»y years and frequent 
faflurcs that a moderate measure of success has been achieved. 
It may be noted here that such undertakings in Germany 
have always received overlavish financial assistance from 
Goveranaenh France (by means of its Agricultural Syndi- 
cates) and other countries have also attempted co-operative 
sale with not very encouraging results. Their want of success 
is due partly to the fact that their organization cannot or do 
not enforce definite rules on their members and cannot 
command the whole of their produce, the worst of the crop 
being often foisted upon them which brings discredit, and 
makes advance contracts impossible. 


BY LAWS OP THE AGRICULTURAL SALE SOCIETY, 
LIMITED* 

Kame, Office aad Objects, i. The Soc<Sety which Is registered 
under the Co-operative Societies Act, II of 1912, shall be called 
“The .... Co-operative Agricultural Sale Society, Limited.” 

2. Its registered office shall for the present be at ... . post 
office . . . thaua . . , subdivision . . . district . 
... In the event of any change in the situation of the registered office, 
notice of such change shall be sent to the Registrar of Co-operative 
Societies, Bengal. 

3. The^object of the Society is to assist the members in the disposal 
of their crops and the products of Agricultural Industry carried on by 
them and to enable the members by means of joint sale to obtain better 
value for their crops and produce. 

Membership. 4. Membership of the Society shall be open to aU 
persons who are members of any of the Co-operative Societies which are 
affiliated to . . . Central Bank. 

Sleetion of Members. 5. Every person desirous of becoming a 
member shall apply to the Board of Directors who may elect him as a 
member or refuse his application. As soon as a member is elected, he 
shall subscribe shares according to the rules of the Society and pay an 


Itsoed from the office erf dve Registrar of Cooperative Societies, Bengal|, 
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entrance fee of . . . ^ The widow^ legal heir, or nominee of a 
deceased member, if elected within three months of his decease, shall be 
exempt from the payment of entrance fee. 

Cossation of Uembenship. 6. A member shall cease to be a 
member of the Society if he ceases to be a member of any of the Societies 
in ... . (affiliated to the . . . ); or if he is expelled from the 
Society, or if he transfers all his shares according to the rules of the 
Society. 

Suspension and Expulsion of Members. 7 . The Board of Directors 
may fine, suspend or expel a member — 

(1) for any breach of these by-la ws or of the rules of the Society • 

(2) for being in default to the Society ; 

(3) for any conduct proved to their satisfaction by which he may 

weaken the credit of the Society or bring it into disrepute. 

All such cases shall be reported to the next General Meeting for 
confirmation. 

Capital. 8. The nominal Capital of the Society shall be ... , 
which shall be divided into .... shares of the value of Rs. 10 each 
to be subscribed by the members only. 

9. To carry on its work the Society may contract loans by way of 
deposits or otherwise provided that the total amount of liability shall not 
exceed five times the value of the subscribed shares. 

Liability of Share-holders. 10. (a) The liability of the share-holders 
for the debts of the Society shall be limited to the nominal value of the 
shares held by them. 

(d) The liability of a past member to the extent mentioned in clause 
(a) for the debts of the Society as they existed at the time when 
he ceased to be a member shall continue for a period of two years from 
the date he ceased to be a member. 

{c) The estate of a deceased member shall be liable to the extent 
mentioned in 'clause (ci) for a period of one year from the time of his 
decease for the debts of the Society as they existed at the time of his 
decease. 

Sules regarding Shares, ii. Th6 General Meeting may from time 
to time determine the number of shares that each menaber shall hold, 
but no member shall hold more shares than represent a maximum of 
onefifth of the subscribed share capital of the Society, nor hold more 
shares than represent a nominal value of Rs. 1,000. 

21 
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12. For every share Rs. 5 shall be subscribe and the balance shall 
represent the reserve liability of the shareholders to be paid either in 
whole or parr, should the assets at any time be found unequal to meet the 
liabilities of the Society. The required payment on shares shall be made 
cither in one lump or in such instalments as may be fixed by the Board of 
Directors. 

13. Interest at the rate of per cent, per annum shall be 

levied on all deferred payments of share calls from the date on which the 
calls fall due. 

If the payment on account of shares remains unpaid for more than 
three months, the Board of Directors may declare such shares forfeited 
together with all payments made thereon and the rights of membership 
attaching to those shares extinct. Such shares may be renewed within a 
period of three months from the date of the notice of forfeiture on pay- 
ment of all anear amounts, including interest and a renewal free 
of per share. f 

14. In the event of cessation of membership on any grounds other 
than death or default of share payments, the net value of the share or 
shares held by a member after deduction of the member’s dues to the 
Society shall be paid to the member within six months from the date of 
cessation. 

15. In the case of the death of a member, his shares may be 
transferred to the person nominated in accordance with the Co-operative 
Societies Act, or, if there is no nominee, to such person as may appear to 
the Committee to be the heir or legal representative of the deceased 
member, provided that such nominee, heir or legal representative, as the 
case may be, is eligible for membership or on his application within one 
month of the death of the deceased member to any person specified in 
the application who is so eligible, otherwise the amount actually paid by 
the deceased member on the shares shall after deduction of his dues to 
the Society be paid to the nominee, heir or legal representative, as the 
case may be, within six months from the date of the death of the member 
and the Society shall thereupon be absolved of all liability * in respect of 
such money. 

16. Shares may be transferred with the approval of the Board of 
Directors to a member or to a persoti who is eligible for admission and 
whom the Board of Directors is willing to admit as a member. Transfer 
of shares to non-members shall not be permitted. 

17. Shareholders shall be entitled to certificates under the common’ 
seal of the Society specifying the share or shares held by them. If such 
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certificates are lost or worn out they may be renewed on a payment 
of* 

Conduct of Basiness. 18. The Society shall build such sheds or go- 
downs as may be necessary and may from time to time acquire lands for 
the purpose. 

19. Every member dealing wiih the Society shall be bound to carry 
out such instructions and rules as may from time to time be prescribed by 
the Board of Directors with regard to grading according to the quality 
and size of products made over to the Society for sale. 

20. When a member brings in his produce, he shall be granted a 
receipt for the same and the Board of Directors may make immediate 
payment provided that the rate shall not exceed the market value of the 
produce at the time of the delivery, 

21. The Society may, if it facilitates the disposal of any produce 
delivered by the members, purchase similar articles from non-members. 

Profits. 22. The accounts of the Society shall be closed half-yearly 
or annually. When the accounts of the Society are closed, the net profits 
shall be applied as follows follows: — 

(rt) 25 per cent, shall be placed to the reserve fund ; 

Dividend shall be paid at a rate which not exceed 9J per cent, 
on the amount actually paid on shares ; 

(c) The balance or such portion of the balance as may be decided 
upon may be applied in paying a bonus lo the members in 
porportion either to the value or amountjof each kind of produce 
made over to the Society or in proportion to the margin of 
profit which the Society makes by disposing of each kind of 
produce. 

23. The Society may also, if funds permit, pay a bonus to the 
employees and subject to the provisions of section 34 of the Co-operative 
Societies Act make contributions to charitable purposes. 

General Meeting. 24. The supreme authority of the Society shall be 
vested in the General Meeting of all the members. The General Meeting 
shall be held as soon as the accounts of the Society are closed to consider 
the disposal of profits and to appoint the, Board of Directors and other 
office-bearers and to transact any other general business of the Society. 
Extraordinary General Meeting may be called at any time by the Board 
of Directors and shall be called if one-tenth of the members demand it. 

25. The General Meeting shall be held at a time and place which 
shall be duly notified at least 14 days before the date fi^^ed. Each share- 
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holder shall have one vote irrespective of the number of shares held. 
Voting by proxy shall not be allowed except in the case of fardanashin 
ladies. The Chairman shall have a casting vote. On all questions the 
opinion of the majority shall prevail. One-fifth of the total number of 
share-holders of the Society shall constitute a quorum, 

26. If in the case of Ordinary General Meeting a quorum is not 
forthcoming, the Chairman shall postpone the Meeting to a date not less 
than seven days and not more than a fortnight later, and the business 
transacted at the postponed Meeting shall be the same and no other 
than that proposed for the original date of Meeting. At such postponed 
Meetings if a quorum is still not forthcoming resolutions may be carried 
by a majority of threefourths of the members or delegates present. 

27. Subject to the control of the General Meeting the entire manage- 
ment of affairs shall vest in the Board of Directors which shall consist of 
not less than five members. The Board of Directors may appoint such 
salaried and non-salaried officers as may be thought necessary and 
from time to time define the respective duties of such officers. 

Representation. 28. All changes creating an obligation to the 
Society shall be signed by at least three members of the Board of 
Directors, including either the Chairman or the Secretary and shall bear 
the common seal of the Society. 

29. The conduct of the business of the Society as well as the re- 
presentation of the, Society as regards its business may be handed over to 
the individual members and also to other officers of the Society. The 
authority of such individual members and officers will be regulated in 
accordance with the powers vested in them by the Board of Directors ; 
in case of doubt it extends to all legal transactions which the execution 
of such business usually involves. 

Deposits. 30. The Board 6f Directors ruay form rules subject to the 
direction of the General Meeting regarding the terms and conditions on 
which deposits shall be accepted and withdrawn, and regarding the rates 
of interest for vaiious kinds of deposits, and the Board may make 
additions to, or alterations in, these rules from time to time. 

Reserve Fund. 31. The Reserve Fund shall qonsist of — 

(a) twenty-five per cent, of the profits annually placed to the fund in 
accordance with rules ; 

(d) any sums allotted to it out of the profits or otherwise ; 

(^r) entrance fees after deduction of the preliminary expenses 
incurred in constituting the Society ; 
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(d) the value of all shares forfeited to the Society and lapsed 
dividends. 

32. The reserve fund shall belong to the Society and be indivisible 
amongst the members. It shall ordinarily be invested in Government 
securities, Post Office Savings Bank or in any co-operative institution 
sjpproved by the Registrar, or in any other manner laid down in section 
32 of the Co-operative Societies Act 

33. The Reserve Fund shall be available for any of the following 
purposes : — 

(1) To cover any losses arising from any unforeseen circumstances, 

such drawings upon it being reimbursed to the fund from the 
next accruing profits. 

(2) To meet any call on the Society which cannot be met otherwise, 
such payments being reimbursed to the fund when fresh collec- 
tions are made. 

(3) To serve as security for any loans which the Society has to 

contract. 

In the case of dissolution of the Society, the reserve fund shall be 
applied to such purpose as may be determined, with the approval of the 
Registrar, by the majority of the members. 

Miscellaneous. 34. Every shareholder shall be supplied with a copy 
of the by-laws. 

Dissolution. 35. The Society shall be wound up with the approval 
of the Registrar if three-fourths of the members present at a General 
Meeting specially summoned to consider the question vote for it. 

Disputes. 36. Any disputes which cannot be decided by the 
General Meeting or by arbitration shall be referred to the Registrar, 
whose decision shall be final. 

Special Membership. 37* Notwithstanding anything contained 
above any person approved by the Registrar may be admitted as a 
member.of the. Society if it is considered necessary in the interest of the 
Society. 

Oei^eral. 38. Any of these by-laws may be altered or rescinded or 
new by-laws may be made at a General Meeting held in accordance with 
the rules made by Government in this beljalf and such amendment will 
come into force after it has been approved and registered by the Registrar. 

39. The Society shall keep a copy of the Co-operative Societies Act, 
1 1 of 1912, of the rqles made by Government under the Act, and a copy 
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of diese by-laws open to inspection free of charge at all reasonable 
times at its registered office. 

40. All matters not specially provided for, shall be decided according 
to the terms of the Co-operative Societies Act, II of 1912, and the rules 
framed under section 43 of that Act. 

The above are the by-laws referred to in our application for registra- 
tion dated 

Signatures of applicants. 


II. Co-operative Cattle Insurance Societies.— 

Use of Cattle Insurance . — No occupation is so liable to 
risks and sudden calamities, beyond the power of man to pre- 
vent, as agriculture. Crops may be destroyed by locusts, 
rats, blight, excessive or insufficient rain, storms or floods ; 
straw or grass may be burnt ; cattle may be carried off by 
epidemics or by other causes of death too numerous to 
mention. A single one of these misfortunes may make it 
impossible for a farmer of small means to carry on his 
business and bring him to ruin. It is therefore the bounden 
duty of a prudent farmer to guard himself by such means 
as he can against the risks with which he is faced. Of 
these none is more urgent or more disastrous in its incidence, 
than the loss of his cattle from whatever cause. Without 
plough-cattle he cannot till his land or move his produce 
and his whole occupation is brought to a standstill. If 
by any effort if were possible for him to assure that on the 
death of any of his cattle funds would be forthcoming to 
purchase another in its place, it would surely be his duty to 
make that effort, 
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Co-operative Insurance . — In western countries a method 
has been devised whereby some of these risks can be guarded 
against. Co-operative societies have been started to insure 
crops against hail, frost, and storms, and others to insure 
them against fire. The moderate success which these have 
gained, however, is quite overshadowed by the remarkable 
results of co-operative cattle insurance. In the small country 
of Belgium alone there were in 1909 no less than 1,142 
societies comprising .1,01,709 members and insuring 2,94,583 
cattle of an average value of Rs. 200 each. In France in 
1910 there were 8,428 cattle insurance societies and in 
Germany 8,400. * 

Insurance is the method by which a number of owners 
combine to pay in advance to a society yearly sums (called 
permiums) sufficient at least to equal the yearly average 
amount of loss sustained in respect of the things assured. 
From the sum thus collected the society is bound to pay 
indemnities for any losses incurred by the members during the 
year. The premiums are calculated at a fixed proportion of 
the value of the things insured and vary according as tfie risk 
of loss is large or small. For instance, a straw hut is far more 
likely to be burnt down than a stone house and therefore the 
premium payable for it would be proportionately higher. 
Now it is obvious that if any five or ten persons join in pay- 
ing premiums, one or two losses above the average may 
exhaust all the funds and bring their society to bankruptcy. 
But when a large number of members join, the total losses 
are mor.e likely to be near the average and the position of the 
society is safer. For this reason no cattle society should be 
started unless at least 100 cattle are insured in it. But the 
principle of large numbers must not be extended too far, 
because on the other hand it is absolutely essential to keep 
the organisation cheap and simple and subject to easy control. 
The insured animals should be always under the society’s eye; 
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to avoid any trickery and therefore the area should be small. 
Ail the cattle should be admitted only after careful examina- 
tion by the expert Supervisor and should be liable to be 
watched. The members must be able to see that the rules for 
keeping cattle are regularly complied with. To keep expenses 
low the Supervisor must work gratuitously and therefore can- 
not be expected to spare time for travelling about and 
supervising a very large number of cattle. 

Practical example of insurance . — The working of a society 
can be best understood by a simple practical illustration. 
Let it be supposed that there are loo cattle insured of an 
average value of Rs. 6o, and 8o of an average value of Rs. 40. 
This means that the total value to be insured is Rs. 9,200. 
If the premiums on the cattle are calculated at 5 per cent, 
of this value, the total annual income of the society would be 
Rs. 460 which is a sufficient sum to pay compensation for 11 
of the Rs. 60 animals or 17 of the Rs. 40 animals, provided 
that only ^ of the estimated value is actually paid as com- 
pensation. Of both classes of cattle together, compensation 
could be paid for 14 heads. Now if losses due to the causes 
mentioned in the by-laws are excluded, the death-rate ought 
very rarely to exceed 5 per cent, (in Europe the mortality 
is as low as 3 per cent.) and therefore not more than 9 cattle 
should ordinarily die. The unexpended balance of the 
premiums would remain with the society and go to the 
reserve fund as security against bad years and epidemics. 

How to fix the premium rate . — It is obvious that the 
amount of premium charged will depend on the probable 
mortality among the cattle insured. It is therefore very 
necessary to estimate the death-rate as correctly as possible. 
In India there are no accurate and complete statistics 
available upon this subject and even if there were, the death 
rate varies so much from district to district that they would 
have to be accepted with great caution. Each society must' 
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try to fix its own premium rate. In fixing the rate, the following 
points among others must always be taken into consideration 

(1) What risks are the cattle to be insured against? 
As far as possible, in order to prevent disappoint- 
ment to insurers, all risks should be accepted, even 
epidemics, otherwise there is room for trickery, 
discontent and disputes about the real cause of 
death. A few special exceptions have been made 
in model by-law I2, but the number of exceptions 
should be kept down as much as possible. 

( 2 ) What diseases are specially common ? Besides 
ordinary non-infectious diseases, the chief epidemics 
that cause death among cattle in India are — 

(a) Rinderpest — This disease kills about half the 
cattle which it attacks in the plains and nearly all 
in the hills. Therefore in hilly tracts either cattle 
insurance societies should not be started, or they 
should exclude death by this disease from the risks 
insured against. Where it is common, young 
cattle die of it more usually than old ones, and 
it might be well to raise the minimum age for 
insurance and to insist on preventive inoculation 
as soon as the disease appears in the village. 

(d) Haemorrhagic septicaemia — This disease usually 
attacks buffaloes, and it would be prudent to 
exclude them altogether from societies in places 
where the disease is common. The best way to 
stop it spreading is to clean the byres of the 
cattle thoroughly everyday and to provide them 
with clean water to drink. 

(c) Black-quarter attacks chiefly young animals up 
to four years of age. Adult animals are not so 
susceptible except in a few notorious places and 
may be protected by vaccination. ' . ’ 
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;Foot and mouth disease, parasites, errors of diet, 
accidental poisoning, famines, etc., are fair risks and societies 
must be prepared to cover them. 

The amount of indemnity to be paid — In the case of 
human beings the full value insured is paid because it can 
always be assumed that they avoid death as far as they 
possibly can. The same is not true of cattle. Owners might 
often be tempted fraudulently to cause the death of. their 
stpck. Therefore under model by-law 27 only of the 
estimated value is suggested as the amount of indemnity. 

Liability of members. — It may happen that the indemnities 
falling due exceed the capital that has been accumulated by 
means of premia, and this is not unlikely to happen in the 
early years of a society before adequate capital and reserve 
fund have been obtained. In such a case three courses are 
open. The members might introduce a by-law providing 
that every claimant should receive a proportionately reduced 
premium at the end of the quarter or that the members 
should be bound to make good the deficit by a contribution 
all round, or they might induce some charitable body or 
famine relief fund to guarantee to make up the sum by a 
contribution. 

Administration. — The success of the society will depend 
chiefly on the ability of the supervisors mentioned in by-law 
14. It is their business to inspect the animals and satisfy 
themselves that they are kept in sanitary condition and free 
from disease and otherwise eligible for insurance. They 
should revise their valuations half yearly. They should attest 
the report of the death of any insured animal. (They should 
not judge their own cattle or those of their relations). 

, ; The, Luf'ma Cattle Insurance Societies.— Vlxlh regard to 
cattle insurance only two schemes have hitherto been tried, 
one in Coorg apd another in Burma. Under the Coorg scheme 
the owner pays .two-thirds of the value of the animal insured 
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to the society within 4 years by instalments of decreasing 
amounts. Should the animal die before the payments are 
complete, the whole amount insured is paid to the owner. 
If it survives the period the full amount of the premia paid, 
but without interest, becomes payable on death or invalidity. 
Under the Burma system only plough cattle and buffaloes 
between the ages of 4 and 12 are accepted for insurance. The 
amount of the indemnity is two-thirds of the value of the 
animal as estimated by the local committee and this estimate 
is revised half-yearly. A premium is charged at the rate of 
5 per cent, on the value of the animal. As the premia 
charged under the Coorg system are probably too high to 
be acceptable to agriculturists except in districts where 
cattle are very cheap, the Burma system on this account will 
probably be found preferable. But if it is introduced in other 
parts of India, local modifications of the scheme will no doubt 
be necessary, specially because Burma has a great advantage 
over other Indian provinces in that cow’s milk is seldom used 
by the Burmese people for human consumption. Con- 
sequently the calves get all the milk and the cattle are more 
healthy and stronger than in other provinces. There is also 
plenty of grazing except in certain seasons of the year. The 
village and tenure systems of Burma moreover enable the 
villagers to prevent individuals from adopting practices 
pernicious to the general welfare of all the cattle in the 
village. The cattle insurance societies have given further 
stimulus to this system and sanitary measures for the pro- 
tection , of the cattle are adopted in every village as soon as 
any disease or epidemic is threatened. 

In Burma the area of a cattle insurance society is ordi- 
narily limited to one village. Membership is practically 
confined to th6 members of a credit society. (The Registrar 
of Burma does not consider this rule to be essential, but it 
has been adopted in order , to minimize the chances of dis- 
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honesty on the part of the , cattle insurance society in ita 
dealings with the re-insurance society. Any such dishonesty 
can now be .punished by the closing of the credit society, 
which is bound to prove a severe misfortune to all its 
ipetnbers).; Members are encouraged to insure all their 
eligible cattle, but at present they are not compelled to do so. 

On the death of an insured animal, an indemnity of two- 
thirds of the value assessed, less the price of the hide and 
carcase, is paid out. The valuation work seemed to be 
easier in Burma than it is likely to be, say in the United 
Provinces. The cattle are more or less of the same value, if 
of the same age. In other words the standard of care bestowed 
on the animal from the time of its birth is uniformly high 
and there are not many different breeds to be taken into 
account. It may also be noted that the meat of a dead ani- 
mal is’^eaten by many of the local people. The price of the 
carcase is thus a substantial sum and the idemnity payable 
is appreciably reduced thereby. 

A re-insurance society has been orgainsed for the whole 

of Burma of which the Registrar is at present the honorary 

and ex-officio manager. Half the premia collected by the 

insurance society is deposited in the local credit society. The 

other half is sent to the re-insurance society along with a 

list and particulars of cattle insured and their valuation every 

half year. If any animal dies, half the indemnity that has 

to be paid comes from the re-insurance society, the remaining 

half has to be made good from the funds of the primary 

insurance society. The latter has two separate fupds. viz. : (i) 

the general fund consisting of all premia realised during the 

year, and (2) the reserve fund consisting of fines, entrance fees, 

donations, profits of previous years, etc. In the event of the 

fund received as premia during the year proving insufficient to 

♦ 

meet the claim of half the indemnity payable by the primary 
society, half of the reserve fund may be drawn upon in any 
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one year with the Registrar’s sanction to meet the deficiency. 
If the funds are in still insufficient the indemnities for all 
animals that have died during the y^r will be proportionate- 
ly reduced. So far none of the 63 societies has been known 
to have suffered a deficit. The re-insurance society was 
organised only about two years ago. It banks with the Upper 
Burma Central Bank, which is the Provincial Co-operative 
Bank for Burma. 


BY-LAWS OP THE CO-OPERATIVE CATTLE INSURANCE 
SOCIETY, Ltd * 

Name of the Society.— i. The society shall be called the- 

Co-operative Cattle Insurance Society, Limited. 

It is registered under the Co-operative Societies Act, II of 1912. 

Registered Address.— 2. The registered address of the society is 
at ^ost office ihana subdivsion 

, district 

In the event of any change in the situation of the registered office, 
notice thereof shall be sent to the Registrar of Co-operative Societies, 
Bengal 

Objects. — 3. The object of this society is to insure its members 
against loss by the death of cattle from disease, accident or otherwise, 
as provided by these by-laws. 

Membership.— 4. Every member of the society must be — 

(1) ordinarily resident within 

(2) of good character, 

(3) of not less than 18 years of age, except in the. case of a 

minor heir of a deceased member. \ 

5. Every jnember shall pay an entrance fee of and shall 

sign his name or put his thumb mark in a register of members to be kept 
by the society in token of his acceptance of these by-laws. 

6, The members of the society shall consist of — 

(a) those persons who have subscribed to the application for 
registration and to these by-laws, 

[ * Issued from the Office of the Registrar of Co-operative Societies, Bengal*] 
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(^) such persons as shall hereafter become members of the society 
by election according to these by-laws. 

Until the first general minting the conamittee of management shall 
consist of the signatories to the application for registration. 

Election of members.— 7. Every person desirous of becoming a 
member shall apply to the committee of management which, after careful 
consideration, may elect him as a member or refuse his application. If 
more than one-fourth of the members of the society object to the admis- 
sion of any person as a member, he shall not be admitted. As soon as a 
member has been elected he shall sign the register of members and pay 
the entrance-fee. In case of rejection the applicant shall have a right of 
appeal to the general meeting. 

8. On the death of a member the committee may admit his widow or 
legal heir as a member in his place without payment of the entrance fee. 
For the purpose of these bylaws the membership of a person so admitted 
and of the person in whose place he is admitted shall be treated as one 
continuous membership. 

Cessation of Membership.— 9. Membership shall cease by— 

(1) expulsion, 

(2) death, 

(3) resignation presented to and accepted by the committee after 3 

months^ written notice of intention to resign, but no member 
shall be permitted to resign who has not paid all his dues 
to the society. 

A member must belong to the society for at least a year and for three 
years after he receives any indemnity (except in the case of removal of 
residence beyond the prescribed area). 

A member who permanently removes his residence from the area 
prescribed in By-law No. 4 shall ordinarily cease to be a member unless 
the committee permit him to remain a member for a further definite 
period on the expiry of which his membership or that of his successor 
shall terminate finally. 

A person who ceases to be a member shall have no claim on the 
society except for insurance claims due to him at the time at which he 
ceased to be a member, but he or his representatives shall continue to be 
liable to pay all sums due from him to the society in accordance with 
these by-laws and the Co-operative Societies Act. 

Suspension and expulsion of members.— 10, The committee may, 
after open investigation, suspend or expel a member for-^ 
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(1) any serious breach of the by-law? and the rules of the society, 

(2) being in default to the society after due notice has been given, 

(3) any conduct considered dishonourable by the committee or 

which may weaken the financial credit of the society or 
bring it into disrepute, 

(4) ill-treatment of cattle, 

(5) any conduct detrimental to the interests of the society, 

(6) breaking sanitary rules or refusal to carry out the sanitary 

orders of the committee or Government, 

(7) deceit or fraud. 

All cases of suspension and expulsion shall be reported to the next 
general meeting for confirmation. 

Scope of Insurance. — it. The society will not accept for insurance 
beasts other than healthy bullocks, male or female buffaloes between the 
ages of four and twelVe years. No new insurance on any cattle of the age 
between 7 and 12 will be accepted in the absence of good evidence of age. 
All insurance will cease after an animal has completed its i6th year, 
on the completion ot the i6th year of any animal, neither a member will 
be required to pay premium nor the society will be liable to pay any 
insurance claim. The society shall have power however to pay any 
bonus it deems fit (with the sanction of the Registrar) to a member who 
has continued the payment of premium on any animal up to the i6th 
year provided however no bonus will be paid to any member who has not 
paid full five years’ premia. 

12. The society will not pay any indemnity on acc ount of animals the 
death of which is due to the following causes : — 

{a) war, riot or rebellion ; 

(d) theft or loss by straying • 

(c) journey by rail, steamer or boat ; 

(d) the act of a third party who is legally bound to make good 

the loss to the owner ; 

{e) contagious diseases where the member has failed to carry out 
the rules regarding sanitation promulgated by the com- 
mittee with the sanction of the Registrar or to inform the 
committee of the outbreak ; 

(f) ill-treatment, neglect on the part of the owner. 

13. The society shall not insure any beast for more than Rs. 

Valuation.— -14. Every raembor shall insure all the insurable cattle, in 

his possession uhless on his application the committee directs .otherwise. 
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(i) Every member shall furnish a list of his cattle, together with the 
value he puts on each. The supervisors will inspect the animals and 
satisfy themselves that they are kept in sanitary condition and free from 
disease and otherwise eligible for insurance. They may require the 
owner to inform them as to the place from which his animals came, the 
price paid for them, etc. They should then submit a report to the com- 
mittee which will deal according to its discretion all applications for 
insurance. Wilful suppression of material information or fraud will 
invalidate an insurance. 

15. Valuations under the last preceding by-law shall be revised by 
the supervisors half-yearly. 

16. Any addition to cattle of a member by purchase or otherwise 
must be declared by him within 15 days from such acquisition. New 
animals shall not be eligible for insurance for 15 days after declaration. 
They must, in all cases, be inspected by the supervisors. 

17. No refund of premia is allowed in cases of voluntary ‘sales but in 
the case of a sale under the decree of a Court half of the premia paid, 
shall be refunded. 

18. Every member shall be bound to inform the committee of all 
cases of illness and of any outbreakvpf contagious cattle disease in the 
locality at once and to carry out its suggestion for treatment, disinfection 
and segregation. 

19. Incurables maybe disposed of by order of the committee, and 
the indemnity payable will be that for death less the price obtained. 

20. Supervisors will not judge their own cattle or those of near rela- 
tions. The committee will value such cattle. 

' Premia. — 21. Every member shall pay in advance a premium of 
per cent, of the value of each animal insured. The premium is payable 
in two instalments at the beginning of each six months after the revision 
of valuation. 

22. In case of non-payment, the society will not be liable to pay any 
indemnity. 

23. If a member wishes to remove an insured beast beyond the 
prescribed area, he shall be bound to inform the committee and to pay 
such enhanced premium as the committee may fix subject to a maximum 
of-— per cent, 

24. The general meeting shall have power to raise or reduce the 
rates of premium when it thinks fit with the previous sanction of the 
Registrar. 
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Deaths and payment^ of claims/— 25. When an insured animal dies, 
the owner shall report the death to the committee giving full details as to 
the hour, place, and cause of death. He shall also get the report attested 
by two members or by a supervisor. 

26. When a third party is liable, the owner shall take all possible 
action against him before claiming any indemnity. 

27. The society will not pay more than two-thirds of the value of the 
animal as indemnity. 

The proceeds of skin (if any) and any compensation the member may 
have got from a third party will be deducted from the amount payable by 
the society. 

28. Indemnities will ordinarily be paid at the half-yearly general 
meetings ; but funds allowing, the committee may make payments on 
account at any time. 

29. If funds are insufficient, the Reserve Fund may be drawn 
upon, with the sanction of the Registrar, for the payment of insurance 
claims. 

30. If funds are still insufficient, indemnities may be proportiontely 
reduced for all deaths occurring in any year. 

Marking of Cattle.— 31. The committee of management may 
arrange for the marking of each animal insured with the society and may 
draw up rules from lime to time for the purpose and may appoint a marker 
with such remuneration as may be considered sufficient. 

Funds of the Society and its Borrowing Power.— 32. To carry on 
the work of the society the committee may, on behalf of the society, 
borrow money with the previous sanction of the Registrar. 

Liability of the Society.— 33. The society is liable to pay indemnities 
on all animals insured with it in accordauce with these by-laws. 

Liability of Members.— 34. The liability of the members for the 
liabilities of the society at any time shall be limited to the total premia 
payable by the members. 

Representation.— 35. All documents creating a charge or obligation 
on the society shall be signed by at least three members of the committee 
of management, including the chairman or secretary, but in cases of 
receipts, premium and other ordinary receipts the chairman, the secretary 
or any office-bearer duly authorised by the committee may sign. 

General Meeting.— 36. The supreme authority of the society shall 
be vested in the general meeting. The general meeting must exercise a 
general supervision over the business of the society, especially over the 
23 ^ 
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acts of the comn^ittee and supervisors and shall do all things which the 
interests of the society demand. 

37. The general meeting shall be held at the close of each half-year. 
At least a week^s notice of the meeting should be given. The meeting 
shall elect its own chairman. The proceedings of all meetings shall be 
recorded by the secretary and signed by the chairman. Extraordinary 
general meetings can be called whenever necessary at the requisition by 
the Registrar, the committee, the supervisors, or members numbering at 
least owe-fifth of the number of registered members subject to a minimum 
of eight members. Each member shall have one vote. Only members 
present can vote. It is the duty of all members to attend the general 
meeting. One-fifth of the number of registered members shall consjtitue 
a quorum, but if the total number of members be less than 40 the number 
required for a quorum shall be eight. On any question the opinion of the 
majority shall prevail. The chairman shall have a casting vote. 

38. The duties of the half-yearly general meeting shall be — 

(1) to review the working of the society ; 

(2) to elect the members of the committee of management and to 
appoint supervisors ; 

(3) to raise or reduce the rates of premia, if necessary, with the 

sanction of the Registrar ; 

(4) to hear all complaints against the committee of management and 
other office-bearers and supervisors ; 

(5) to confirm and revise valuations ; 

(6) to decide about the payment of indemnities ; 

(7) to transact any other business that may be laid before it. 

Committee of Management. — 39. Subject to the direction of the 
general meeting the management of the society’s affairs shall vest in the 
committee of management. The committee shall consist of not less than 
five members and not more than nine members who shall be elected 
annually at the general meeting. The committee shall elect any one of 
them as secretary. They shall meet as often as may be necessary and 
shall record their proceedings in the minute-book of the society which 
shall be signed by the secretary and by the chairman of the meeting. 
Three members shall form a quorum and four members, if the committee 
consists more than six. The duties of the committee of management 
shall be— 

(1) to elect hew members ; 

(2) * to deal with applications for insurance and ^indemnities ; 
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(3) to receive and disburse money as may be required ; 

(4) to prepare periodically a balance-sheet ; 

(5) to see that the insured animals are properly tended, fed, housed 

and kept in proper sanitary conditions ; 

(6) to collect premia ; 

(7) to verify the cash balance ; 

(8) to take action on the report of the supervisors and the marker ; 

(9) generally to carry on the work of the society. 

40. The committee of management shall be responsible for the good 
management of the society. They shall be liable to the society for any 
wilful neglect of their duties. 

41. If a member of the committee of management dies or resigns 
or fails to attend three consecutive meetings, the other members of the 
committee may appoint a new man to take his place till the next general 
meeting. 

Duties of the Committee of Supervisors.— 42. The committee of 
supervisors shall not be less than three members. Half of a total number 
shall form a quorum. The marker (if any) shall be one of them. Their 
duties shall be— 

(1) to ascertain and fix the age of cattle offered for insurance and 

to see whether the animals satisfy the necessary conditions of 

eligibility. 

(2) to value such cattle ; 

(3) to see whether the owners observe the rules regarding sanitation, 

etc., laid down by the committee in consultation with the 
Registrar and the veterinary department. Any infringement 
should be brought to the notice of the committee ; 

(4) to report the loss of insured animals, by death or otherwise 

together with the cause and date thereof, to the committee with 
the least possible delay ; 

(5) to brirjg to the notice of the committee any abuses which they 

may have observed ; 

(6) to perform such other duties as m^y, from time to time, be 
eiitrusted by the general meeting ; 

(7) to meet on days fixed for the meeting of the committee and to 
help that body. 

Disputes.— 43* All disputes which the committee of management 
cannot decide shall be referred to the Registrar who may either decide 
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the matter himself or appoint an arbitrator or arbitrators. The decision 
6f the Registrar or arbitrators shall be final. 

Books and accounts.— 44. All the account books and the by-laws and 
other records shall be open to the inspection of members while the 
committee of management is sitting. 

Beserre Fund and Profits. — 45. The society shall maintain a 
Reserve Fund from the excess amount of receipts over expenditure in each 
year as declared by the Registrar after indemnities and other expenses 
have been paid. 

46. The Reserve Fund shall belong to the society and shall be 
indivisible amongst members. 

47. The Fund which is intended to be a source of strength to the 
society shall however be available and may be drawn upon with the 
sanction of the Registrar for any of the following purposes 

{a) to meet demands for indemnities which cannot otherwise be 

met ; 

{li) to pay any expenses which are a lawful charge on the society 
and for which the funds at the disposal of the society are 
insufficient ; 

(^•) to serve as security for any loans which the society has to 
contract. 

In the case of dissolution of the society the Reserve Fund shall be 
applied to such purposes as may be determined with the approval of the 
Registrar by the majority of members. 

48. The Reserve Fund shall be invested in any way permitted by 
section 32 of the Co-operative Societies Act. 

Dissolution.— 49. The society shall be wound up with the approval 
of the Registrar, if three-fourths of the members present at a general 
meeting specially convened to consider the question vote for it. 

Miscellaneous. — 50. The committee of management may frame 
rules without prejudice to any of these by-laws or to the provisions of 
the Co-operative Societies Act as regards transaction of business# tending, 
housing and sanitation of cattle, etc., and may make additions to, altera- 
tions in, them from time to time. 

51. Any of these by-laws may be altered or rescinded or new 
by-laws may be made at a general meeting held in accordance 
with the rules m^de by Government in this behalf and such amend- 
ment will Come into force after it has been approved and registered by 
the Registrar, 
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$2; The society shall keep a copy of the Co-operative Societies Act, 
11 of 1912, and of the rules made by the Government under the Act and 
a copy of these by-laws will be open to inspection free of charge at alt 
reasonable times at its registered office. 

53. All matters not specially provided for by the by-laws shall be 
decided according to the terms of the Co-operative Societies Act and 
the rules framed under section 43 of that Act, and if there be no provi- 
sion in the Act or the rules applicable to such matters, then subject to 
the by-laws of the society in such manner as the Registrar may 
determine. 

The above are the by-laws referred to in our application for registration 
dated 

Signatures of applicants. 


III. Co-operative Agricnltaral Supply Societies.— 

The opinion is held by many that the main function of 
the co-operative movement will be, after the supply of credit, 
the supply of requisites for agricultural purposes such as 
manures, implements, seeds etc. 

{d) Manure Supplying Societies . — No crop will thrive 
unless it is properly manured and as a general rule the profit 
will increase with the amount of manure applied. Every 
agriculturist is, therefore, bound to consider the question of 
manure supply. For ordinary dry crops, the natural manure 
of the- farm yard is the best and cheapest, and for this reason 
as little as possible of this should be used as fuel and as much 
as possible reserved for agricultural purposes. But for most 
of the high-class irrigated crops it will be found profitable to 
use some sort of artificial manure. To buy this cheaply 
is often difficult, because it has usually to be procured in 
large quantities, imported from a distance, and stored for 
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some time before use. The traffic naturally, therefore, has 
fallen into the. hands of middlemen accustomed to mercantile 
transactions. By enhancing the price beyond a reasonable 
level, by supplying manure of inferior quality, by falsifying 
weights, and by charging bazar cesses over and above the 
selling price, the middlemen often secure for themselves 
an excessive profit at the expense of the agriculturists. 

The object of a co-operative manure supplying society 
is to eliminate the middleman and to secure for the agricul- 
turists themselves the profits now engrossed by him. The 
method of forming such a society is not very difficult. The 
promoters should first ascertain the probable number of 
persons likely to join the Society and should estimate the 
amount of artificial or concentrated manure required by them 
altogether. Having done so, they can calculate approxi- 
mately the total price of the manure that must be bought, 
and this is the amount of capital which they must manage 
to raise in the first instance. Since a good deal of executive 
power will be in the hands of the Secretary, and many 
purchases will be made by him at a great distance from the 
Society, members cannot undertake joint and unlimited 
liability. It will be better to raise capital by issuing shares 
of Rs. 5 or Rs. lo each, fully paid up, with liability limited 
to the face value of the shares. Promises to buy shares 
should be recorded in writing by the promoters, and fixed 
deposits bearing interest at about per cent, should be 
invited. As soon as they -have secured sufficient ckpital to 
enable them to start business, steps should be taken to get 
the Society registered. 

The Directors are responsible for the purchase of good 
and suitable manure. . In particular they must arrange to buy 
it at the proper season and in the cheapest market, after taking 
into consideration the expense of freight and storage. Before 
paying for manure, they should open several of the bags 
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delivered and make sure that it is up to sample. For instance 
castor cake may be found brittle and liable to crumble when 
the sample is firm and solid, or it may be mouldy and stale 
while the sample is fresh and good. Again the Directors 
should exercise commonsense in buying the right sort of 
manure. In the year when the price of castor cake rules high, 
it would be advisable to buy fish-manure or some other sort 
of cake, if it is suitable to the crop raised. The Society must 
remember that though it will be easy to sell manure at rates 
lower than those prevailing in the Bazar, It will often be 
difficult to make sales, when it finds that it has to charge a 
higher rate in order to cover expenses. The business is 
bound to be slightly speculative, but when doubt is felt about 
the future trend of prices, the Directors should always try to 
err on the safe side. 

Having ordered the manure, the Directors should at once 
set about finding a place to store it. It must be kept absolutely 
dry and should not be put in a place where its offensive smell 
will cause annoyance. The paid Secretary of the Society 
must be responsible for checking its weight and quantity, and 
seeing that it is properly.stored. It is also his business to 
deliver to members advances of manure sanctioned by the 
Directors. If members lend their carts for conveying manure 
from the Station to the Store, a useful economy is made. The 
Directors should from time to time ascertain by actual weigh- 
ment that the balance on hand really corresponds with that 
shown in the stock register, and should sanction the writing 
off of any deficiency due to dryage or other unavoiable cause. 

Manure supply societies have found congenial soil in 
Bombay Presidency where the mosif important is a well- 
managed manure society at Kelva Mahim in Thana. In the 
course of the year (1913-14) sold 9,482 maunds of Gujerat 
^/ia«f-pressed castor cake tp its members at a rate of Rs. 16 
per khandi as compared with a bazar rate of Rs. 20 per 
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khandi. Its success has encouraged the neighouring villages 
of Agashi and Koprad to start similar societies. The manure 
store at Baramati, which is co-operative not in its manage- 
ment but only in the distribution of its profits disftibuted 
3,58^ khandis of saflflower, castor cake and karanji to 376 
members at a cost of Rs. 57,603 during the year 1913-14. 
The Mutha Canal Society at Poona which includes among 
its directorate Dr. H. ^H. Mann and two members of the 
Provincial Legislative Council, supplies the sugarcane growers 
of Hadapsar and the surrounding villages with castor cake, 
safflower cake and fish manure. As artificial manures can be 
used profitably in cultivating sugarcane and similar expensive 
crops, manure purchasing societies are only recommended in 
garden tracts or in irrigated areas where agriculturists have 
acquired some capital and experience. 

ib) Implements Supply Societies , — Great developments 
have recently taken place in England and Ireland in the 
establisment of co-operative societies for the supply of 
agricultural implements and in many cases societies have 
been formed especially for this purpose. The system adopted 
has been for the society to buy from its capital certain 
implements required by members and to lend these to 
members on hire. The rates of hire have been fixed high 
enough to give an appreciable profit and to enable the 
cost of the implements to be quickly recovered, the receipts so 
obtained being credited to a general fund with which further 
implements are purchased as soon as possible. In this way 
after a few years’ working, several of these societies have 
found themselves in possession of a considerable number of 
improved implements. And the scheme has not only worked 
successfully from a financial point of view, but has been of 
the greatest assistance to members either by allowing them to 
bring larger areas of land under valuable crops, or by enabling 
them to effect economy in labour. 



THE CO-OPERATIVE MOVEMENT IN INDIA., I$5 

Tile general practice in India is for the Agricultural. 
Department to place small stocks of certain implements at - 
the .disposal of Central banks or primary societies for 
furthering their use amongst their members. These imple- 
ments have in some cases been sold direct or given on hire, 
or in other cases have been .sold to members on the instal- 
ment payment system. In this way a large number of the 
cheaper implements, such as . Meston ploughs, have been 
introduced. Thus in the Punjab the Union Banks in 
Jullunder, Gurdaspur, and Hoshiarpur stock implements for 
sale. So also in Bengal increasing use is being made of 
co-operative societies for furthering the use of improved 
implements, (also seeds and manure) : there is also a scope 
for co-operative ownership of sugarcane mills and possibly of 
oil engines for driving mills. ♦ 

Some hold the opinion that it would be better to use the 
existing co-operative societies for the work of bringing 
agricultural improvements to the notice of the cultivators 
rather than to create new co-operative societies purely for 
agricultural purposes. In view of this opinion the establish- 
ment of a purely agricultural supply society at Manipuri — 
being the first attempt in the United Provinces to separate 
the business of the supply of seed and other agricultural 
requisites from the ordinary activities of a Central Society 
— will be looked upon as a very important innovation and 
its career will be watched with intferest. 

(c) Seed Societies . — In various forms modified to suit local 
conditions, -co-operative organizations for the production and 
supply of seed have been the first results in many rural tracts 
of the success of credit societies. The details of organization 
vary much— the work may be undertaken by the credit 
societies or by unions of credit societies (as in Burma) or by 
separate and independent societies altogether. We may in 
this connection describe a new form of co-operative organu^-. 
24 
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tfOB which has been started in the Central Provinces chiefly 
for seed supply viz. the Co-operative Agricultural Unions. 

These Agricultural Unions, as they are called, ;Control a 
limited and compact number of villages. They have a small 
farm of their own which in the case of wheat tract is about 
30 acres in extent. The area for this farm is acquired or 
leased by the Union. The Uriion has a capital of about 
Rs. 500 which is raised by means of Rs. 10 shares. Each 
member on joining the Union must take at least one share. 

The farm is divided into two parts ; — ■ 

(1) A small area of about two acres which is used for test- 

ing any new varieties the members in consultation 
with the Agricultural Department may wish to try. 

(2) For the propagation of pure seed of the variety 

Which has proved most successful after trial. 

Fresh seed is obtained for this farm every year from the 
Government farm. The produce of the Union farm is sold 
each year to the members. Each member reserves one field 
of his own for growing seed from the Union farm and 
reserves the produce of this field for the remaining area for 
next year. By this means each member is continually re- 
newing a portion of his seed and in two or three years the 
whole of his land will be sown with first class pure seed which 
will give him the biggest profits possible. 

The Union usually consists of members either malguzars 
or good hisans who live not more than five or six miles from 
the Central Farm. The work of the Managing Committee is 
to look after the general management of the farm which will 
be in charge of a Kamdar who will be responsible to the 
■ mahaging committee. A simple set of accounts showing 
receipt and expenditure will have to be kept. 

When the Union is registered as a Co-operative Unit>n 
by the Registrar of Co-operative Societies the following 
benefits result 
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(1) The accounts will be properly audited ; 

(2) A proper reserve fund will have to be kept, so that 

provision may be made for 
(a) Partial failure of crops ; 

{b) Renewal of bullocks and stock ; 

('^r) Extra contingencies. 

A Union of this sort affords not only a means of intro-: 
ducin|f new varieties to a large area, but also affords a means 
of demonstrating new methods of cultivation. This scheme 
is not only applicabfe to wheat but also to other crops such as 
dhan, coiXon, tic. These Unions have this great advantage’ 
viz., that every member has a personal interest in the success 
or failure of the Union, as if the farm makes large profits, he 
gets an increased dividend and vice versa. i 

The question has been raised as to whether existing credit ■ 
societies should extend their functions or whether new societies 
or unions should be formed side by side with the credit 
organizations to undertake the supply of agricultural requisites. _ 
The trend of expert opinion on this question will be apparent 
from the following extract from Maclagan Committee’s 
Report — 

“Most forms of agricultural non-credit societies, and 
especially those for the supply of seed and implements, 
can in our opinion best be combined with credit 
societies. In fact not a few Societies returned as 
credit societies, have such annexes, maintaining 
separate accounts but with the same membership. 
Much has been done, notably in the Central Provinces, 
in growing and distributing improved seed through 
organizations of this sort. Whether the work should 
be centralized and left to a Central Bank, or localized 
and dealt with by a primary society, will depend in ^ 
every case on the sort of function undertaken. ' 
Ordinarily we do not think that a society should itMT*’ 
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become the owner of the commodities handled. It is 
preferable that it should buy or sell on commission 
or on some system under which it merely undertakes 
joint sale and purchase on behalf of their* members 
at their risk.” 

The establishment of any of the above three forms of 
special agricultural societies for the distribution of agricultural 
requisites postulates the existence of a demand for manures, 
implements, seeds etc., and a certain difficulty in the matter 
of supply which can only be overcome by means of combina- 
tion amongst the ryots. 

Therefore, till an improved agriculture creates a sponta- 
neous demand for, and multiplies the wants of ryots in the 
matter of, seeds, manures and implements, there will not be 
much progress. A scheme, suited to the present circumstances 
of our ryots, was at first drawn up by the Bengal Registrar 
for the establishment of supply societies in which the distribu- 
tion of household articles with the supply of agricultural 
requisites was combined. It may be stated here that in Den- 
mark and Switzerland where supply organizations are most 
successful, agricultural supply societies deal in general provi- 
sions as well as in the materials of agriculture, and that the 
Bengal scheme for the inclusion of household requisites in the 
agriqultural supply societies had the approval of Mr. Wolff. 
Recently, however, it has not been found possible to get two 
sets of men in many areas to manage two kinds of societies 
viz.^ Supply and Sale Societies. Anticipating that better 
results will be obtained if a society is given power to supply 
agricultural requisites and ordinary necessaries of life, as well 
as to make agrrangements for the sale of crops and 
other products the Bengal Registrar has issued the following 
set of by-laws which aim at combining the functions 
of a supply society with those of a sale society. The success 
of this new scheme will be watched with interest, 
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BT-IAWS OF CO-OPERATIVE SUPPLY AND SALE 
SOCIETIES, LIMITED * 

Name, Office and Objects.— i. The Society which is registered under 

the Co-operative Societies Act, II of 1912, shall be called “The 

Co-operative Supply and Sale Society, Limited.” 

2. Its registered office shall for the present be at ^post 

office-_4 , thana , subldivision district 

In the event of any change in the situation of the registered 

office, notice of such change shall be sent to the Registraif of Co-operative 
Societies, Bengal. 

5, The object of the, society is to promote the economic interests of 
its members by means of business operations in common and with this 
end in view — 

(1) to carry on the trade of general dealers ; , 

(2) to purchase in common agricultural requisites, such as manures, 

seeds, etc. ; 

(3) to procure machines and other objects of utility on common 

account for the use of the members of the society ; 

(4) to manufacture any articles dealt in by the society, if approved 
by the general meeting ; 

(5) to assist the members in the disposal of their crops and the 
products of agricultural industry carried on by them. 

Capital.— 4. The nominal capital of the Society shall be Rs. 

divided into^ shaies of the value of Rs. 10 each to be subscribed 

by the members only. 

5. To carry on its work the Society may contract loans by way of 
deposits or otherwise,, provided that the total amount of liability shall not 
exceed five times the value of the subscribed shares. 

Membership.— 6. Membership of the Society shall be open to all 
persons who are members of any of the co-operative societies which are 
affiliated to Central Bank, Limited. 

Election of Members.— 7. Every person desirous of becoming a mem- 
ber shall apply to the Board of Directors who may elect him as a mem- 
ber or refuse his application. As soon as a member is elected he shall 
subscribe shares according to the rules of the Society and pay an entrance 
fee of . The widow, legal heir or nominee of a deceased mem- 

ber, if elected within three months of his decease, shall be exempt from 
the payment of entrance fee. 


• [Issued from the Office of the Registrar of Co-operative Societies, Bengal.} 
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Cesfatiou af Kesabership.— 8« A member shall cease to be a mem- 
ber of the Society if he ceases to be a member of any of the societies 

affiliated to ■ Central Bank ; or if he is expelled from the Society 

or if he transfers all his shares according to the rules of the Society. 

Suspension and Expulsion of Members.— 9. The Board of Directors 
may fine, suspend or expel a member — 

(1) for any breach of these by-laws or of the rules of the Society ; 

(2) for being in default to the Society ; 

(3) for any conduct proved to their satisfaction by which he may 

weaken the credit of the Society or bring it into disrepute. 

10. All such cases shall be reported to the next general meeting for 
confirmation. 

Liability of Share holders.— ir. (a) The liability of the share- 
hol 4 ers for the debts of the Society shall be limited to the 
nominal value of the shares held by them. 

(d) The liability of a past member to the extent mentioned in clause 
(a) for the debts of the Society as they existed at the time 
when he ceased to be a member shall continue for a period of 
two years from the date of his ceasing to be a menriber. 

(c) The estate of a deceased member shall be liable to the extent 
mentioned in clause (a) for a period of one year from the time 
of his decease for the debts of the Society as they existed at 
the time of his decease. 

Representation.— 12. All documents creating a charge or obligation 
on the Society shall be signed by at least two members of the Board, 
including either the Chairman or Secretary, and shall bear the common 
seal of the society, but all receipts signed either by the Chairman, 
Secretary, or any office-bearer duly authorized by the Board of Directors 
shall bind the society. 

Rules regarding shares.— 13, The general meeting may from time 
to tinae determine the number of shares which each member shall hold, 
but no member shall hold more shares than represent a maximum of one- 
fifth of the subscribed share capital of the Society nor hold more shares 
than represent a nominal value of Rs. 1,000. 

14. For every share Rs. 5 shall be paid either in one lump or in such 
instalments as may be fixed by the Board of Directors and the balance 
shall represent the reserve liability of the share-holders to be paid, either 
in whole or in part, should the assets at any time be found unequal to 
meet the liabilities of the Soi:iety. 
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1 $. Interest at the rate of per cent, per annum shall be 

levied on all deferred payments of share calls from the date on which the 
calls fall due. 

If the amount on account of shares remains unpaid for more than 
three months, the Board of Directors may declare such shares forfeited 
together with all payments made thereon, and the rights of membership 
attaching to those shares extinct. Such shares may be renewed within a 
period of three months from the date of the notice of forfeiture on pay- 
ment of all arrear amounts, including interest and a renewal fee of 
Rs. per share. 

16. In the event of cessation of membership on any grounds other 
than death or default of share payments the net value of. the share or 
shares held by a member after deduction of the member’s dues to the 
Society shall be paid to the member within six months from the date of 
cessation. 

17. In the case of the death of a member, his shares may be 
transferred 'to tjie person nominated in accordance with the Co-operative 
Societies Act, or if there is no nominee, to such person as may appear to 
the Committee to be the heir or legal representative of the deceased 
member, provided that such nominee or legal representative, as'^the case 
may be, is eligible for membership or on his application* within one month 
of the death of the deceased member to any person specified in the appli- 
cation who is so eligible, otherwise the amount actually paid by the 
deceased member on the shares, shall after deduction of his dues to the 
Society be paid to the nominee, heir or legal representative, as the case 
may be, within six months from the date of the death of the member and 
the society shall thereupon be absolved of all liability in respect of such 
money. 

18. Shares may be transferred with the approval of the Board of 
Directors to a member or to a person who is eligible for admission ahd 
whom the Board of Directors is willing to admit as a member. Transfer 
of shares to non-members shall not be per mitred. 

19. Share-holders shall be entitled to certificates under the common 

seal of the Society specifying the share or shares held by them. If such 
certificates are lost or worn out they may be renewed on a payment of 
Rs. . 

Conduct of Business.— 20. The general meeting may from time to 
time draw up a Complete list of articles to be dealt in by the Society for 
the guidance of its officers, 
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21 . The Society shall build such sheds or godowns as may be 
necessary and rtiay, from time to time, acquire land for the purpose. 

22. The Board of Directors shall appoint such salaried officers as 
may be necessary and shall from time to time determine their duties and 
hours of attendance at the places of business. 

Supply Department. 23. The prices of goods shall be fixed by the 
Board of Directors in such a way that, in addition to the actual cost, the 
expenses of management and other business charges, a margin of profit is 
obtained with a view to the payment of dividend on share capital, the 
building up of a reserve fund and the grant of rebate to members on 
purchases anc^as far as possible the sale prices of goods shall coincide 
with the price prevailing at the nearest important market at the time. 

24. The, Society may sell goods through commission agents at 
weekly hdts or through such agents as will undertake to go about with 
the goods to villages where there are co-operative societies affiliated to 
the Central Bank, or where there are sufficiently large numbers of share- 
holders, but such agents shall not under any circumstance be allowed 
to charge a higher price beyond the sale price fixed by the society plus 
the commission that has been decided upon. 

2$. The Society shall not ordinarily sell to non-members except in 
any of the circumstances mentioned below : — 

(r) Whenever the speedy disposal of any article is necessary to 
prevent its deterioration ; 

(2) Whenever the Society has got a surplus stock of any article 
which cannot be disposed of amongst the members : 

(3) Whenever the Society sells articles through its employees at 

weekly hats in the neighbourhood ; 

(4) Whenever commission agents are employed for sale. 

26. Dealings shall be for cash. All goods sold shall be paid on 
delivery or if the Committee so directs on order. 

In exceptional circumstances a member may be allowed credit in 
goods up to two-thirds of the paid-up value of shares.. But such dues 
must be paid at least a fortnight before the accounts of the Society are 
closed, or within two months from the date the goods are delivered, 
whichever is earlier. 

27. The general meeting may from time to time open branches 
at suitable centres and may fix the area within which each branch 
shall ordinarily operate and the general meeting shall appoint jbeal 
directors to cany on the business of the society. Every local 
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Board of Directors shall, subject to the control of the Board of 
Director^ zeroise ihe same powers with regard to the work of the branch 
it represents as the Board of Directors. All documents executed by the 
local Directors with regard to the work of the branch society in the 
manner laid down in the by-laws shall be binding orf the Society. 

Sale Department. 28. Every member desirous of selling his crops 
or the products of agricultural industry carried on by him through the 
Society shall be bound to carry out such instructions and rules as may 
from time to time be prescribed by the Board of Directors with regard to 
grading according to the quality and size of products made over to the 
Society for sale. 

29. When a member brings in his produce, he shall be granted a 
receipt for the same and the Board of Directors may ruake immediate 
payment provided that the rate shall not exceed the market value of the 
produce at the time of the delivery. 

30. The Society may, if it facilitates the disposal of any produce 
delivered by the members, purchase similar articles from non* 
members. 

Obligation of Members. — 31. To ensure the success of the Society it 
shall be the duty of the share-holders not to purchase anywhere else 
goods which are dealt in by the Society ; it being clearly to their own 
interests to obtain good articles for ready money at a moderate pi^ice and 
to participate in any benefits to be derived from the Society. 

Profits. — 32. The accounts of the Society shall be closed half-yearly 
or annually. When the accounts of the Society are closed the net profits 
after allowing for depreciation shall be applied as follows : — 

(a) 25 per cent, shall be placed to the reserve fund ; 

(d) Dividend shall be paid at a rate which shall not exceed 9f per 
cent, on the amount actually paid on shares ; 

(4 The balance shall be employed, in such a manner as may 
be determined by the general meeting or shall be carried 
for\vard. 

33. The general meeting may sanction in case of Supply Department 
a rebate in proportion to the amount of the purchases — and in the case of 
Sale Department a bonus — in proportion either to the value or amount of 
each kind of produce made over to the Society or in proportion to the 
margin of profit which the Society makes by disposing of each kind of 
produce to the members of the Society from the surplus profits of the 
Society during the period to which' the profit relates. 

25 



104 THE CO-OtERAtlVfe MOVEMENT IN INDIA, 


34. The Society may also, if funds permit, pay a bonus to employees 
^nd, subject to the provisions of section 34 of the Act, make contributions 
to any charitable purposes. 

General Meeting . 35* The supreme authority of the Society 
shall be vested in the general meeting of all members. General meeting 
shall be held as soon as the accounts of the society are closed to consider 
the disposal of profits and to appoint the Board of Directors and other 
office-bearers and to transact any other general business of the society. 

36. Extraordinary general meeting may be called at any time by 
the Board of Directors and shall be called if one-tenth of the mernbers 
demand it. 

37. The general meeting shall be held at a time and place which 
shall be duly notified at least 14 days before the date fixed. Each share- 
holder shall have one vote irrespective of the number of shares held. 
Voting by proxy shall not be allowed except in the case of purdanashin 
ladies. The Chairman shall have a casting vote. On all questions the 
opinion of the majority shall prevail. One-fifth of the total number of 
shareholders of the Society shall constitute a quorum. If in the case of 
ordinary general meeting a quorum is not forthcoming, the Chairman 
shall postpone the meeting to a date not less than seven days and not 
more than a fortnight later and the business transacted at the postponed 
meeting shall be the same and no other than that proposed for the 
original meeting. At such postponed meeting if a quorum is still not 
forthcoming resolutions may be carried by a majority of the members or 
delegates present. 

Board of Directors. 38. Subject to the control of the general 
meeting the entire management of the affairs ^hall vest in the Board of 
Directors which shall consist of not less than five members. 

39. The conduct of the business of the Society as well as the 
representation of the society as regards its business may be handed 
over to the individual members and also to other officers of the society. 
The authority of such individual members and officers shall be regulated 
in accordance with the powers vested in them by the Boaid of Directors ; 
in case of doubt it extends to all legal transactions which the 
execution of such business usually involves. 

Deposits. * 40. The Board of Directors may frame rules subject to ‘ 
the direction of the general meeting regarding the terms and conditions 
on which deposits shall be accepted and withdrawn and regarding the 
rates of interest for various kinds of deposits and the Board may make 
additions to, or alterations in, these rules from time to time. 
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Reserve Fund. 41. The reserve fund shall consist of— 

(a) Twenty-five per cent, of the profits annually placed to the 
fund in accordance with rule 32 (a); 

\b) any sums allotted to it out of the profits dr otherwise ; 

(c) entrance fees after deduction of the preliminary expenses 
incurred in constituting the Society ; 

{d) the value of all shares forfeited to the Society and lapsed 
dividends. 

42, The reserve fund shall belong to the Society and be indivisible 
amongst the members. It shall ordinarily be invested in Government 
securities, Post Office Savings Bank or in any co-operative institution 
approved by the Registrar, or in any other manner laid down in section 
32 of the Co-operative Societies Act, 

43. The reserve fund shall be available for any of the following 
purposes : — 

(1) To cover any losses arising from any unforeseen circumstances, 

such drawings upon it being reimbursed to the fund from 
the next accruing profits. 

(2) To meet any call on the Society which cannot be met other- 

wise, such payments being reimbursed to the fund when 
fresh collections are made. 

(3) To serve as security for any loans which the Society has to 

contract. 

In the case of dissolution of the Society the reserve fund shall be 
applied to such purposes as may be determined, with the approval of the 
Registrar, by the majority of the members. 

Miscellaneous. 44. Every share-holder shall be supplied with a 
copy of the by-laws. , 

Dissolution. 45. The Society shall be wound up with the 
approval of the Registrar, if three-fourths of the members present at^ 
the general meeting specially summoned to consider the question vote 
for it. 

Special Membership. 46. Notwithstanding anything contained 
above any person approved by the Registrar may be admitted as a 
member of the Society, if it is considered necessary in the interests of 
the Society. 

Disputes. 47. Any disputes which cannot be decided by the general 
meeting or by arbitration shall be referred to the Registrar, whose 
decision shall fin^h 
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48. Any of these by-laws may be altered or rescinded 
or :Qew. by-laws may be made at a general meeting held in accordance 
with the rules made by Government in this behalf and such amendment 
will come into force after it has been approved and registered by the 
Re|[istrar. , 

49 " The Society shall keep a copy of the Co-operative Societies 
Act, II of 1912, a copy of the rules made by Government under the Act 
and a copy of these by-laws open to inspection free of charge at all 
reasonable times at its registered office. 

50. All matters not specially provided for shall be decided according 
to the terms of the Co-operative Societies Act, II of 1912, and the rules 
framed under section 43 of that Act. 

The above are the by-laws referred to in our application for registra- 
tion dated - ->■ . 

Signature of applicants. 


IV, Filhemen’s Co-operative Societies.— ' 

Next to rice fish forms a staple food of Bengalees. The 
supply* of fish, however, has not been able to keep pace with 
the demand and the result is that the price of fish has 
increased cent per cent within the short period of a decade. 
Attempts, therefore, are being made to form Fishermen’s 
Co-operative Societies to improve the condition of fishermen 
and to increase the supply of fish. It has been pointed out* 
that if the swamps, hollows and pits by the side of railways 
^ are taken over by fishermen’s co-operative societies and re- 
excavated into tank-fisheries the triple problem of fish- 
supply, water-supply and prevention of malaria would be 
solved. Such fisheries, it is pointed out, would 
' ’ (i) supply an indigenous, nitrogenous and wholesome 

animal food which is necessary for the health and 
strength of the people ; 

• See article on Improvement offish supply in Bengal by Co-opei-ation" by 
Prof, S. C, Ray in the Bengal Co-operative Journal, September, 1913. 
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(2) supply incidentally the want of pure drinking water ; 
and 

(3) destroy malarial mosquitos. 

By-laws for the formation of fishermen’s co-operative 
societies have only recently been issued from the office of the 
Registrar of Co-operative Societies, Bengal. These proposed 
by-laws confine membership of the society to bonafide fisher- 
men and declare the objects of the fishermen’s co-operative 
society to be — 

(1) to raise fund by way of loans, deposit or otherwise 

by making use of the combined credit of the 
members ; 

(2) to grant cash advances to the members for necessary 

purposes at a moderate rate of interest. 

(3) to purchase improved fishing appliances to be sold 

or to be hired out to its members. 

(4) to arrange for the disposal of the catches of the 

members when necessary. 

(5) to accept deposits from members in order to 
stimulate the habit of saving. 

(6) to arrange for direct leases of fishery where possible ; 
and generally, 

(7) to do all such things as are conducive or incidental 

to the attainment of the said objects. 

It has been pointed out that in order to improve the 
condition of fishermen and to cheapen the price of fish it will 
be necessary to organize societies not merely with the object 
of giving loans to the members, but also with the object of 
taking direct leases of fishery rights, and of making better 
arrangements for the disposal of the catches. ■ As regards 
taking direct leases of fisheries, however, it would be advisable 
to start with those fisheries the rights of which belong to 
Government. If found successful, it could then be extended 
to fishery leases which are owned by Zemindars. Only 
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recently the Guzirpur Haidar Society has taken the lease of a 
oortibn of the Bhagirathi Fishery and it has commenced 
exceedingly well. 

As a result of the joint efforts of the Departments of 
Co-operation and Fisheries seven co-operative societies have 
been started amongst fishermen in Bengal. Arrangements 
are also in progress for the disposal of the catches of fisher- 
men’s societies in the Calcutta market. Madras has also 
made a very satisfactory beginning as regards the institution 
of such societies. Thus we read in the annual report of the 
Madras Fisheries Department for the year 1914-15 ; — 

“After four years of constant talk and persuasion I have 
succeeded in starting a co-operative society among the fisher- 
men of Tanur. The society was registered about the end of 
March and [arrangements are being made to commence 
business. Fifty of the leading fishermen who own boats 
and nets have already joined the society and paid the first 
:all on their shares. This is a Co-operative nidhi and each 
shareholder has to pay a sum of Rs. 50 within 25 months 
by instalments of Rs. 2 per month, and thus the members 
nave to create a capital by their own contributions. As the 
maximum number of shares is 200, this society will have a 
capital of Rs. 10,000 in two years’ time provided the fishing 
season is good, and with this large amount it will be easy 
enough to put a stop to the sowcar’s greedy transactions in 
the place. Most of these people will require only short term 
loans, and it is not unlikely that they will have money in 
hand to lend to other societies or banks. 

“Fishermen at Quilandi, Tellichery and some other 
places are being persuaded to organize similar societies, 
and as soon as the successful working of the Tanur society 
comes to their knowledge it may be presumed that they 
will also come forward to form societies in their respective 
yilla|;es,’’ 
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BY-LAWS OF FISHERMEN’S CO-OPERATIVE SOCIETIES 
WITH UNLIMITED LIABILITY * 

Name of the Society— i. The Society shall be called,.... 

It is registered under the Co-operative Societies Act II of 1912. 
Registered Address. — 2. The registered office of the Society shall 

be at.... Post-office lhana subdivision 

district.. 

0bject.—3. The object of the Society is to improve the condition of 
the fishermen, who are its members, by encouraging thrift, self-help and 
co-operation among them. And in furtherance of the above-mentioned 
object the Society shall be at liberty — 

(1) to raise funds by way of loans, deposits or otherwise by making 
use of the combined credit of the members ; 

(2) to grant cash advances to the members for necessary purposes 

at a moderate rate of interest ; 

(3) to purchase improved fishing appliances to be sold or to be 
hired out to its members ; 

(4) to arrange for the disposal of the catches of the members when 
necessary ; 

(5) to accept deposits from members in order to stimulate the habit 

of saving ; 

(6) to arrange for direct leases of fishery where possible ; and 

generally, 

(7) to do all such things as are conducive or incidental to the 

attainment of the said objects. 

Membership. — 4. Every member of the Society must be — 

(1) a bona-fide fisherman ; 

(2) ordinarily resident within ; 

(3) of good character ; 

(4) of not less than 18 years of age, except in the case of a minor 

heir of a deceased member ; and 

(5) not already a member of any other Society, the liability of which 

is unlimited. 

5. Every member shall pay an entrance fee of and shall 

subscribe at least one share. Members shall also be required to sign/ 
their names or put their thumb-marks in a register of members to be 


[ * Issued from the office of the Registrar of Co-operative Societies, Bengal3* 
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keptby the Society in token of their acceptance of these by-laws. The 
entrance-fee ihall not be refunded. 

6. The members of the Society shall consist of— - 

(a) those persons who have subscribed to the application for 
registration and to these by-laws, and 
(^) such persons as shall hereafter become members of the 
Society by election according to these by-laws. 

7. Notwithstanding anything contained above, persons who are not 
fishermen bdt who are otherwise eligible for admission may be admitted 
as members with the sanction of the Registrar, provided that the total 
number of such non-fishermen members shall not exceed three or one- 
tenth of the total number of members of the Society, whichever is 
greater. The total nnmber of members of the Society shall not at any 
time exceed 50 without the written sanction of the Registrar. 

Election of Members.^- 8. Every person desirous of becoming a 
member shall apply to the Committee of Management which after careful 
consideration may elect him as a member or refuse his application. Two 
adverse votes shall be sufficient to exclude the applicant. Any candidate 
who has been refused admission shall have the right of appeal to the 
next General Meeting of the members, and if three-fourths of the members 
are in favour of the admission he shall be admitted. As soon as a 
member has been elected, he shall sign the register of members and pay 
the entrance fee and subscribe at least one share. 

9. The widow, legal heir or nominee of a deceased member, if elected 
within three months of his decease, shall be exempt from the payment of 
entrance fee. 

Cessation of Membership.— 10. Membership shall cease by (a) 
withdrawal, (b) permanent removal of residence beyond the prescribed 
limits, (£•) explosion, {d) bankruptcy, {e) becoming insane and (7) death. 

Any member can at any time after three years of his first becoming a 
member withdraw from the Society after giving notice to the Committee, 
provided that he is not liable for any sum as a borrower or surety and 
that he has no other dues to the Society. 

A member who permanently removes his residence from the area 
prescribed in by-law No. 4 shall ordinarily cease to be a member, provided 
he has satisfied all claims in respect of any loan made to him or on his 
guarantee. But the Committee may for special reasons permit him to 
remain a member. If a member after having permanently removed his 
residence continues to be a member, he shall lose his right to serve in the 
Committee and to take loans. , 
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II. The termination of membership by removal expulsion or other- 
wise shall not affect the liability of the member in respect of any loan 
made to him or on his guarantee. 

Suspension and Expulsion of Members.— 12. The Committee of 
Management may fine, suspend or expel a member — 

(1) for any breach of the by-laws and conduct detrimental to the 

interests of the Society ; 

(2) for wilful default in payment of his dues ; 

(3) for being convicted of any criminal offence which, in the opinion 

of the Committee, is of a serious nature ; and 

(4) if he wilfully deceives the Society by false statements. 

13. All cases of expulsion shall be referred for confirmation to a 
General Meeting, which must be called within two weeks of the verdict, 
and if the decision of the Committee is not confirmed by three fourths 
of the members present, the order of expulsion passed by the Committee 
shall be cancelled. All cases of fine and suspension shall be reviewed 
by the next General Meeting of the members, which may either confirm, 
modify or cancel the Committee’s decision. 

Shares.— 14. The shares shall be valued at Rs. 50 each. Each 
member shall be required to take at least one share, but no member 
shall be allowed to subscribe more than ten shares. Shares shall be 
paid up in ten years by yearly instalments of Rs. 5 each. Members shall 
be at liberty to make payments of the annual instalments on account of 
shares in sums of not less than As. 4 at a time, provided that the full 
payment on account of each share is made before the 31st December 
every year. The ten years within which the share payments shall be 
completed shall be held to run from the ist January following the date 
of the first subscription to the share. 

15. If membership ceases by withdrawal, expulsion or bankruptcy 
before a share is fully paid up, the member, his nominee or heir, as the 
case may be, will be paid the amount of his share subscriptions after 
deducting any sums due from him to the Society without profits on the 
completion of ten years from the date of admission ; and, in the case of 
cessation of membership on the above grounds after a share is fully paid 
up, the member, his nominee or heir, as the case may be, shall be paid 
his share subscriptions after deducting any sums due from him to the 
Society with profits on the close of the next working year of the Society. 

16. If membership ceases owing to insanity or death — 

(/) if the widow, heir or nominee, as the case may be, is eligible for 
admission he or she may, on application, be admitted as a 

26 
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, Inember in the place of the insane or deceased member with 
his full rights and liabilities, or, if he or she do not desire 
admission, ^be paid the full amount of the share subscriptions, 
after deducting any sums due to the Society, without profits 
if his shares have not been fully paid up or with profits if hjs 
shares have been fully paid up on the close of the next working 
year of the Society ; 

(u) if the widow, heir or nominee be ineligible for admission 
on account of permanent non-residence or bad character, 
he or she shall be paid at once the full amount of share 
subscriptions standing to the credit of the insane or deceased 
member after deducting sums due to the Society, and all 
^ interest in the share or shares of such insane or deceased 

member shall lapse to the Society. 

17. Each member at the time of admission shall record in respect of 
each share taken by him in the share register the name of the successor 
to whom he desires that the share money or dividends accruing thereon 
or any other moneys due to him shall be paid in case of his death, and 
the Committee shall be bound to make over sums so due to such 
nominee. 

18. In case a member for good cause cannot pay up his share instal- 
ment in any year, the Committee may record the reason in writing and 
allow him to pay the instalment in the following year along with that due 
for the following year. But if a member makes wilful default to pay his 
share instalment, his share shall be forfeited. 

Panda of the Society and its Borrowing power.— 19. To carry 
on the work of the Society the Committee of Management may on behalf 
of the Society raise funds in the shape of loans, deposits or otherwise. 
The maximum borrowing power of the Society shall be determined 
annually at the General Meeting of the members, and it may be revised 
at any subsequent General Meeting of the members, but it shall liot 
exceed ^he limit, if any, which the Registrar may, from time to time, lay 
down. 

Liability of Members.— 20. The liability of the Society shall 
be unlimited, t.e., every member shall be, equally with every other 
member, jointly and severally liable for the debts of the Society. 

The liability of a past member for the debts of the Society, as they 
existed at the time when he ceased to be member, shall continue for a 
period of two years from the date of his ceasing to be a member. 
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The estate of a deceased member shall be liable for a period of : one 
year from the time of his decease for the debts of the Society as they 
existed at the time of his decease. 

Bepresentation. — 21. All documents creating a charge or obligation 
on the Society shall be signed by at least three members of the Com- 
mittee of Management, including the Chairman or Secretary, provided 
that in case of receipts for deposits and repayments of loans the 
Chairman or any office-bearer duly authorized by the Committee of 
Management may sign. 

General Keeting. — 22. The supreme authority of the Society shall 
be vested in the General Meeting. The General Meeting shall exercise 
a general supervision over the business of the Society, especially over, 
the acts of the Committee of Management, and shall do all things which 
the interests of the Society demand. 

23. The General Meeting of the Society shall be called as often as 
may be necessary. At least one General Meeting shall be called every 
year in a month to be fixed by the Registrar by any general or special 
order. This meeting shall be called the Annual General Meeting. Special 
General Meetings will be held whenever the Committee of Management 
think fit, and shall be convened on a requisition by one-fifth of the 
members or by the Registrar or any person authorized by the Registrar 
by general or special order to hold General Meetings. 

24. At least a week’s notice of the General Meeting shall always 
be given. The notice shall specify the date, hour and place fixed for 
holding the meeting. When General Meetings are held on the requisition 
of the Registrar or any person authorized by him by general or special 
order, it will not be necessary to give a week’s notice, and it may be held 
at such time as may be decided by the Registrar or the person authorized 
by him to hold the General Meeting. 

25. The Chairman of the meeting shall be elected by the members, 
One-fifth of the number of members shall constitute a quorum, but if the 
total number of members be less than 40, the number required for a 
quorum shall be eight. Each member shall have one vote, and only 
members present can vote. On any question the opinion of the majority 
shall prevail. In case of an equality of votes the Chairman shall be 
entitled to a second or casting vote. The proceedings of the General 
Meeting shall be recorded in a minute book to be kept for the 
purpose, and shall be signed by the :Chairman of the meeting and the 
Secretary. 
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36. At every Annual General Meeting the Chairman shall read out 
from the bydaws the duties of the Annual General meeting before its 
business commences. 

27. The members shall in the Annual General Meeting— 

(1) review the work of the Society during the last year ; 

(2) elect the Chairman and members of the Committee of Manage- 

ment ; 

(3) decide the maximum amount of liability to be incurred during 

the year ; 

(4) fix the rate of interest to be paid on deposits, and determine the 
the terms upon which fishing appliances should be sold or hired 
out to the members, and also make arrangements for the 
disposal of members* catches ; 

(5) decide the maximum amount up to which an individual member 

may remain indebted to the Society ; 

(6) hear all complaints against the Committee of Management and 

ofifice-bearers ; 

(7) receive a report of the number of loans and their amount made to 
members of the Committee of Management during the past year ; 

(8) fix the date and place at which the monthly meetings of the 
Committee of Management shall take place ; 

(9) sanction the grant of a remuneration to the writer of books, 
and to appoint paid officers subject to such general or special 
order as the Registrar may, from time to time, pass ; and 

(10) transact any other business that may be considered necessary. 

28. A Special General Meeting may deal with all or any of the above 
business, and shall specially deal with matters for which it has been sum- 
moned and which may be placed before it. 

Committee of Management (Panchayats).-— 29. Subject to the 
directions of the General Meeting and to the provisions of these by-laws, 
the Committee of Management shall manage the affairs of the Society and 
and exercise all the powers of the Society. The Committee shall consist 
of not less than five members and not more than nine members, who shall 
be elected annually at the General meeting. One of the members of the 
Committee shall be the Chairman, and another the Secretary. The 
Chairman shall be elected by the General Meeting, and the Secretary 
shall be elected by the Committee. ^ 

30. The Committee shall meet as often as it considers necessary, 
but it shall at leust m^et opce p mopth op a fi:^ed date and at 4 fixed 
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place. The proceedings of the meetings shall be recorded in the minute 
book and shall be signed by the members present. If the number of 
meimbers of the Committee exceeds six, four members shall constitute a 
quorum, but in other cases the presence of three members will be 
sufficient for the conduct of business. 

31. The duties of the Committee shall be — 

(1) to deal with applications for membership • 

(2) to raise money in the shape of loans, deposits or otherwise • 

(3) to deal with applications for loans, and to decide whether loans 

shall be granted, and, if so, for what period and on what 
security ; 

(4) to see that loans are applied to the purposes for which they were 

granted, and to recall all loans which have not been so applied : 

{5) to receive and disburse money as may be required ; 

(6) to prepare periodically (i) a receipt and disbursement statement, 

(2) a balance sheet and (3) a profit and loss statement ; 

(7) to check the security for each loan outstanding ; 

(8) to collect as they fall due loans with interest, and to take 
necessary steps to recover all arrears and to consider appli- 
cations for extension of time ; 

{9) to verify the cash balance with the Treasurer at every monthly 
meeting ; and 

(lo) to carry on the business of the Society with regard to the 
purchase and sale of improved fishing appliances, and to make 
arrangemepts for the disposal of members’ catches. ' 

32. The funds of the Society shall ordinarily be kept in the custody 
of the Chairman, but it shall be open to the General Meeting or to the 
Committee of Management to appoint a separate Treasurer from amongst 
the members of the Committee. The Secretary shall not be entrusted 
with the custody of funds. The Secretary shall be responsible to the 
Committee of Management for the books of the Society. 

33. T,he members of the Committee of Management shall be respon- 
sible for the good management of the Society. They shall be liable to 
the Society for any wilful neglect of therr duties and for all moneys 
expended contrary to the rules and the by-laws of the Society. The 
members of the Committee of Management may be removed by the 
General Meeting for mis-management or misconduct. 

34. No (Chairman or Secretary shall hold office for more than three 
years in succession without the previous permission of the Registrar^ or 
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shall be eligible for re-election within two years of such period without 
such sanction, / 

35. No member of the Committee shall receive any remuneration 
for any work done by him for the Society, except the writer of the books. 

36. If a member of the Committee dies or resigns or fails to attend 
three Committee meetings consecutively, the other members of the Com* 
mittee may appoint another member to take his place till the next 
General Meeting. 

Fishing Appliances. — 37. The Committee of Management may 
purchase such fishing appliances as they consider to be necessary at such 
rates as seem to them proper. 

38. Fishing appliances shall be sold to members on such terms as 
the Committee may, subject to the general direction of the General 
Meeting, from time to time, determine. 

39. Such appliances may also be advanced to members on such terms 
as the Committee of Management shall from time to lime determine, and 
members shall be bound to repay the value and the interest charged on 
such advances out of the sale proceeds of the catches, and no further 
advance shall be granted until such dues are settled. 

Cash Advance. — 40. The Society may grant loans to members at a 
rate of interest which shall for the present be per cent. The rate 

may from time to time be altered by the General Meeting with the 
sanction of the Registrar. Compound interest shall not be charged. 

41. Loans shall be granted for any necessary purpose. 

42. Loans shall be granted on the security of one personal surety 
if the amount does not exceed Rs, 50, or two personal sureties if the 
amount exceeds Rs. 50. In addition to this, the Committee of Management 
m«iy take mortgage of immovable property by way of collateral security. 

43. If a borrower fails to pay interest on any instalment of principal 
and the Committee of Management does not grant an extension of time, 
the whole loan shall become immediately due and payable, irrespective 
of any conditions on which the loan was granted, and .the Committee 
may realize penal interest at such rates as may be fixed by the 
Committee. 

44. Jf any property is purchased by the borrower or released from 
mortgage with money advanced by the Society, the purchaser shall not 
sell, mortgage or transfer it until the debt to the Society has been paid, 
except with the consent of the Committee of Management or in order 
tp satisfy his to the Society, 
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45. Any sum outstanding against a member who dies^ withdraws or 
is expelled or otherwise ceases to be a member, shall bje immediately 
payable, irrespective of any conditions on which the loan was made. 

46. If the Committee of Management finds that the security for an 
outstanding loan has become insufficient, it shall call on the borrower to 
provide satisfactory security, and in default shall call in the loan at once. 

47. Notwithstanding anything contained above, the Society reserves 
to itself the right of calling in any outstanding loans on four weeks* 
notice, but this power shall not be exercised, save when there is a general 
run upon the Society by its creditors, or when the borrowers of the 
Society "br their sureties are in such a position that the funds of the 
Society are endangered or in other exceptional circumstances. 

Disposal of the Catches and Management of Fisheries.<-48. If the 
Society makes arrangements for the disposal of the catches of the 
members, all the members shall sell their catches to the Society ; and 
if a member wishes to sell his catches direct, he should take the per- 
mission of the Committee of Management. 

49. All advances granted to a member for the purpose of helping him 
in fishing shall be repaid out of the sale proceeds of his catches. 

50. If the Society takes the lease of any fishery, the Committee of 
Management shall arrange to manage the fishery and to catch fishes in 
it in such manner as the General Meeting, from time to time, shall direct. 

Borrowings of Members from outside.— 51. If a member after 
joining the Society takes loans from sources outside the. Society, he shall 
on every occasion inform the Committee of the amount he has borrowed, 
the name of the person from whom he has borrowed and the purpose 
of the loan. If he fails to do so, he shall be liable to expulsion. 

Deposits.— 52. Subject to any rules made by the Geneial Meeting, 
the Committee shall decide the terms on which deposits shall be accepted 
from members and non-members, and the rates of interest on different 
kinds of deposits. 

Disputes. -r33. All disputes which the Committee of Management 
cannot decide shall be referred to the Registrar, who may either decide 
the matter himself or appoint an arbitrator or arbitrators/ The decision 
of the Registrar or arbitrators shall be final. 

Books and Accounts.— 54. The account books and the^'minute book 
shall be open to the inspection of members at all reasonable hours, and 
it shall be the duty of the Secretary to produce such books and accounts 
for inspection, if called upon. f 
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Reserve Fund and Profit— 55. The Society shall maintain a 
Reserve Fund the profits earned by it. Entrance fees, fines and 

all profits after deduction of working expenses and dividend payable 
according to these by-laws and any expenditure which is a lawful charge 
on the Society shall be credited to this fund. 

. But, with the sanction of the Registrar, the General Meeting may 
contribute an amount not exceeding per cent, of the net profits to 
any charitable purpose, such as maintenance of school, village sanitation, 
etc. 

The Reserve Fund shall be invested in such manner as the Registrar 
may, from time to time, prescribe. 

56. The entire net profits of the Society, as declared by the 
Registrar yearly, shall be carried to the credit of the Reserve Fund for 
ten years. 

57. In case the Society be dissolved, the balance of the Reserve 
Fund available after all liabilities have been met shall be paid as a 
dividend upon the fully-paid-up shares of such membeis as are still 
in the Society at the date of dissolution, or, if no shares have yet been 
fully paid up, in such manner as the Registrar may approve. 

58. Of the net profits declared by the Registrar as accruing during 
the eleventh and succeeding years, one-fourth shall go yearly to the 
Reserve Fund, and out of the balance a dividend shall be paid on the 
fully-paid-up shares subject to such rules as the Local Government may 
frame. 

59. The Reserve Fund, which is intended to be a source of strength 
to the Society, shall ordinarily be available for any of the following 
purposes : — 

(1) to cover any losses arising from unforeseen circumstances : 

(2) to meet any liability when the Society has not got a sufficient 

cash balance, such payments being reimbursed to the fund as 
soon as collections are made ; and 

(3) to serve as security for any loans which the Society has to 
contract. 

Winding up.— 60. The Society shall be wound up whenever 
three-fourths of the members wish it, provided that the Registrar 
approves. 

General.— 61. Any of these by-laws may be altered or rescinded, or 
new by-laws may be made at a General Meeting held in accordance 
with the rules made by Government in this behalf, and such amendment 
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will come into force after it iias been approved and registered by the 
Registrar. 

62. The Society shall keep a copy of the Co-operative Societies Act 
(II of 1912)1 a copy of the rules made by Government under the Act, and 
a copy of these by-laws open to inspection free of charge at all reasonable 
times at its registered office. 

63. These by-laws are subject to the provisions of the Act and the 
rules made by Government under the Act, and all matters not specially 
provided for in the Act, the Government rules under the Act or the 
by-laws shall be decided in such manner as the Registrar may direct., 

The above are the by-laws referred to in our application for registra- 
tion dated 

Signatures. 


V. Co-operative Dairy Societies.— 

The increasing difficulty in procuring pure milk and other 
dairy products at reasonable rates has brought the question 
of co-operative dairying into prominence. It is sometimes 
assumed in this country that what are needed to improve the 
city milk-supply are individuals or companies who will take 
up the matter on a large scale with modern appliances. It 
would be well to make clear the difference between dairy 
farming concerns which aim at producing their own supply of 
milk which they propose to put on the market themselves 
and those dairying concerns which merely act as middlemen 
buying milk in the country and putting it on the town 
markets by improved methods. The production of milk by 
dairy farming concerns situated in a town or in its vicinity is 
not likely to be done so cheaply as it can be by the small 
cultivator. The most promising source of milk supply for 
towns lies in the villages where cultivators keep their animals 
under natural and economical conditions. It is from such 
sources that an adequate suppler pf milH has been spcqred for 
27 
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cities of other countries. The transport of milk is no 
doubt a difficult matter in hot countries but it has been over- 
'Come in the United States of America, and in this country 
for some time past pasteurised milk has been sent without 
difficulty from Poona to Bombay, a distance of 119 miles. It 
is only lack of organization that handicaps this branch of the 
industry. 

The part which co-operative societies can undertake in 
developing the dairying business is clearly indicated in the 
following extract from the Report of the Committee appoint- 
ed to consider measures for the improvement of the milk 
supply in large cities in the Bombay Presidency : — 

“It is a matter of common knowledge that in other 
countries striking developments in the dairying business have 
been effected by the agency of co-operative societies, and we 
are of opinion that much progress may be made in this 
country by means of the same agency. In suth matters as 
the financing of the milk producers, the joint purchase of 
feeding stuffs and the collection of small lots of milk there 
is no doubt that 'a co-operative society can be of much use. 
There is evidence that a co-operative society can undertake 
on a small scale the marketing of its own milk in a neighbour- 
ing town where the distance is not great ; but doubts have 
been expressed whether a .co-operative society is a suitable 
agency to undertake the more difficult task of handling 
milk for long transport or the work of retailing milk 
on a large scale, which demands a degree of care and 
activity not often found except where the retailer’s personal 
interests are concerned. Co-operation cannot be regarded 
as a substitute for efficiency, and if efficiency is to be 
secured, the enterprise in each case must be large enough 
to afford the cost of capable management. The question how 
far co-operative societies should go in this matter, must, 
therefore^ depend on the de|;ree of efficiency which they cap 
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command artd the ^uestiori whether there are other agencies, 
available to continue the work at the point at which they; 
might feel disposed to leave it.’’ 

’ It should, however, be carefully borne in mind that an 
increase in the number of people or agencies who handle the 
milk in its transit from producer to consumer must bring' 
about a corresponding increase in the price, and the secret: 
of cheap milk lies in confining the profit as far as possible tO; 
the producer. Another point that is to be borne in rnind is 
that in Europe the principal problem in connection with 
co-operative dairy is the introduction of co-operative methods; 
in the production of butter, cream, cheese, etc; whereas; in’ 
India the chief problem connected with dairying is how tOi 
secure an improved milk supply for large towns by preventing 
adulteration and contamination and also by increasing the, 
amount available by improved breeding, by supplying fodder,' 
grazing and generally by encouraging the better care of herds. 

Keeping these general principles in view we may novv 
proceed to give a brief description of some important co- 
operative dairies working in various parts of this country. 

The Benares' Co-operative Dairy Society — A dairy on a 
limited liability basis was started in the suburbs of Benares 
about four years ago. The members are 'ahirs,' profes- 
sional milk-sellers. There is a separate credit society on 
the unlimited liability basis for these members. The 
premises of the dairy are situated about 5 miles from the 
city of Benares. The dairy has got a fairly decent shed 
for the cattle and also for the stocking of' feeding stuffs 
etc. The dairy soc.iety has rented shops in different parts 
of the city of Benares fo;r the sale of milk and capital 
has been raised partly by shares ^apd partly by loans from, a 
public-spirited landholder and alsoTrom a central co-operative 
society at Benares; The ; cattle belong to ^the members 
themselves who sell the milk at a fixed price to the spcjjsty^ 
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and the society sells the milk again at fixed price for cash 
to purchasers at the different shops. This dairy did very 
good business at the beginning and made small profits every 
year. The supply has, however, diminished because, owing to 
a severe fodder famine which has prevailed in the locality for 
the last two years, the cattle have not been properly fed, and 
the members have also not been able to repay the loans 
that had been granted to them for the purchase of cattle and 
are consequently debarred from getting fresh loans in 
substantial amounts to purchase new cattle. Motor transport 
has been considered, but could not be adopted because 
it has not been possible to guarantee a large minimum 
daily supply to/make the use of a motor remunerative. 

The Lucknow Baraf-khana Co-operative Dairy Society — ■ 
A second co-operative dairy — the Baraf-khana Co-opera- 
tive Dairy Society — has been established on an unlimited 
liability basis at Lucknow during the last three years. The 
details about this society are given in ah appendix to the 
Report of the Committee on Co-operation, from which it 
appears that the society has a membership of forty. As a 
qualification for membership applicants must be owners of 
milch cattle and carry on the business of the sale of milk and 
dairy produce in Lucknow. The Managing Committee 
consists of 7 members, of whom four are elected by the 
members and three are nominated by the District Co- 
operative Bank, Lucknow, which finances the dairy. Among 
these latter is the Deputy Commissioner of Lucknow who 
is the ex-officio Chairman. Committee Meetings ate held 
not less frequently than once a month. Every member of 
the society is required to take up at least one share 
and as many more, not exceeding 50, as the Committee 
may decide after considering his general position. Shares 
are of Rs. 20 each, payable by 20 equal half*yearly instal- 
ments. . . 
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The following are the main items which constitute the 
working capital : — 

Paid up share capital ' ... Rs. 1494. 

Loan from District Bank ... Rs. 14,140. 

Loan from Lucknow Municipality Rs. 6,000. 

Rs. 21,634" 

As regards share capital, 441 shares have been subscribed 
and are being paid up by half-yearly instalments. The loan 
from the district bank is being repaid by monthly instalments 
as loans are being recovered from the members. The society 
was lent Rs. 6,000 by the Lucknow Municipality at 5 per cent 
repayable in 3 years for the construction of suitable buildings. 

Cash loans are granted to members at the rate of 15 per 
cent, chiefly for the purchase of milch cattle and fodder. 
Small loans are repayable by monthly instalments, and others 
according to their object and the condition of the borrower. 
The borrower is required to furnish two sureties and to sign a 
pro-note. Loans are ordinarily repaid punctually. 

The members buy and look after their own cattle. They 
also buy their own fodder which is inspected by the Manager. 
In its corporate capacity the society has leased some pasture 
land in Lucknow itself for the use of the cattle kept in the 
.dairy premises, and has also leased some pasture land in 
the Bahraich district to which dry cattle were sent. The 
Agricultural Department in conjunction with the Municipality 
was to have started a sullage farm in the neighbourhood, and 
to have sold fodder to the dairy at reasonable rates as soon 
as it became available. 

The society in its corporate capacity has also secured a 
convenient site for the dairy near the civil station anjl canton- 
ments, and has invested about Rs. 8,000 of its working capital 
in erecting (1) a dairy fitted with modern dairy appliances, 
together with an office room (2) two shops: for the housing Jof 
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th^ cattle, which number 2i'4 and Include cows, buffaloes, and 
calves, and (3) two rows of dwelling houses in which ,32 of the 
members reside including both Mussalmans and Hindus. 
The cost of each house is debited as a loan to the member 
occupying it, and when the loan is recovered, the house will 
become the member’s private ,property. It is proposed, as 
funds become available, to build (1) additional sheds for cattle 
(2) quarters for the Manager, and (3) a compound wall. 

All animals are milked under the supervision of the 
Manager. The milk is received direct in the dairy room at 
the rate of ll seers per rupee. From there it is sold direct to 
the public at 8 seers per rupee as whole-milk, or at 12 annas 
a pound as butter or cream, or at 14 annas a pound as ghee. 
There are about 100 regular customers both European and 
Indian. The rate of sale approximates to the market rate as 
there is little demand for milk at a higher rate. The total 
reed pts on account of sales between December 1913 and 
January 191$ amounted to Rs. 14,468. The milk is distri- 
buted personally by some of the members who are remunerated 
at the rate of 6 annas per house per month. 

The society is one of unlimited liability. No dividends 
are to be paid on the shares of members for 10 years and 
after that period a dividend limited to 10 per cent will be ad- 
(hissible on fully paid-up shares. At present all profits are 
carried to reserve fund, which oh June 30th, 1914, amounted 
to Rs. 885. The profits for the following 7 months were 
Rs. 848. The reserve fund is used as part of the working 
capital of the society. 

The staff consists of (i) a manager on Rs. 35 who has 
visited some military dairies and been trained in co-operative 
work : he lives in the compound and supervises the whole> 
institution, (2) a whole-time accountant on Rs. 10 per monthi 
(3Va butter-maker on Rs. 9 per month, (4) 2 salesmen oh 
Rs. $ psrfltipnth, (5) i bhisti on Rs. 3 ppr nnonth, (6) i sweeper 
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on Rs. 3-8-0 per month, (7) i chowkidar on Rs, 6 per mOnth, 
and (8) about half a dozen members distributing milk at the 
rate mentioned above. The total cost of the staff is about 
Rs. i 10 per month. 

The dairy, being at the headquarters of the Province 
of Oudh is fortunate in the amount of supervision which 
it receives. It is regularly inspected by the Honorary 
Manager of the District Bank, the Municipal Health 
Officer, the Sanitary Commissioner with Government, the 
Superintendent of the Civil Veterinary Department, and 
the Officers and Staff of the Agricultural Department as well 
as by the Registrar. The Agricultural Department has put 
down a small silo in the compound to demonstrate the system 
of ensilage, and have presented a bull buffalo to the dairy. 
The Municipal Board has also given a bull to the institution. 
These two bulls serve only dairy cattle, and a record of their 
service is regularly maintained. 

The Allahabad Co-operative Dairy Society : - In Allahabad 
there is a milk selling society of which the members 
belong to three small hamlets close to the civil station. 
There are separate credit societies in these hamlets which 
are open to the members of the milk society as well as to 
the other residents. The milk society has got a shop and 
compound where the owners bring their cattle twice every 
day. The milking is done in the presence of the manager 
and the milk is immediately sold to the purchasers. The 
members here, as in the first two cases , supply milk to the 
society at a fixed rate. This society has been going for the 
last three years. Its organization is simple and the cost of 
contingencies and establishnient are kept as low as possible. 

In Bengal the Dacca Co-operative Dairy has been trans- 
formed from a productive into a distributive society. It now 
gets its supply of milk, some 5 maund^ daily, from the neigh- ’ 
boun'ng cultivators who previously used to obtain advan<j^g' 
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from gocUas and sell their milk through them. The 
cultivators have now been formed into a co-operative society 
and they have obtained advances from the Dacca Central 
Bank to pay off the goalas and to purchase cattle. The cows 
are milked by recognized milkers and the society places the 
milk before the consumers. There is a great demand for the 
milk as there is no adulteration in it, and last year (1915-16) 
the society made a profit of Rs. 2291 which shows that it has 
proved an unqualified success. One noticeable result is said 
to be that the cultivators are now taking better care of their 
cows. In his Annual Report for the year 1913-14 the Bengal 
Registrar made the following remarks — “The scheme may 
be introduced into other big towns. In Calcutta a large 
portion of the milk supply comes from the villages along the 
railway lines, and it is possible that if assistance is forthcom- 
ing in the shape of extra staff, something might be done 
to improve the milk-supply”. He repeats his opinion again 
in his latest report (1915-16) : — -“I am more than convinced 
that the most practical solution of the problem of milk 
supply in large cities lies in the formation of distributive 
societies on the basis of the Dacca Co-operative Dairy.” 

In Bombay Presidency a few co-operative dairy societies 
are already at work and the formation of others is in 
contemplation. 

The Alibag Co-operative Dairy Society was registered on 
the 2nd of April, 1915. Its number of members is 35 of 
whom 28 are cultivators producing milk and marketing it 
through the society. The, milk is obtained from the villages, 
Veshwi and Mula which are at a distance of two miles from 
the town of Alibag. 

Th? Society has put up two milking sheds at a cost of 
Rs, 340 -one at Veshwi and the other at Mula. The mem- 
bers keep their animai%in their own houses, but bring them 
toi'tbe Society’s milking she^s twic? a day at the appointed 
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hours in which they milk them urider the supervision of the 
representatives of the Managing Committee. The work of 
supervision is done at Veshwi by the clerk of the Society and 
at Mula by a member of the Managing Comrtiittee. The 
Society keeps its own milking pails, and one is given to each 
member for drawing the milk of his animals into it. The 
milk thus drawn is measured and handed over to the Society. 
Each member carries a pass book with him, in which the 
quantities supplied by him to the Society are regularly entered. 
All milk thus collected at each centre is put in a big brass can, 
■which is locked and sent to the town on headload with a 
servant of the Society for delivery to registered customers. • 

All the pails, cans and other utensils of the Society are 
kept in a perfectly clean condition. Every utensil used 
in handling milk is first washed in cold water, then in warm 
water with some vi^ashing soda in it and finally in boiling 
water and dried. Before milk is drawn from the animals, the 
hands of the drawer and the udders of the animals are 
washed and rubbed with muslin. Bar-soap is kept and 
freely used. 

The total number of customers was 76 j and the total 
quantity of milk supplied to them in September 1915 was 
2,700 seers. All milk taken by the Society from the menlbers 
is distributed to customers and no surplus is left on handt" 

The Society takes milk from the members at a little over 
nine seers a rupee and supplies it at eight seers a rupee to 
the customers. After deducting expenses, a small margin 
of profit (about Rs. 6) is left to the Society. The members 
are prevented from adulterating their milk with water, 
and yet they get good prices and save a good deal of time, 
which they used to spend before joining the Society, in 
hawking about their milk. They are entirely satisfied with 
the prices which they now get. Besides, they get loans from 
the Society at 9f per cent, for purchasing animals And 
28 
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foodstuffs. The public of Alibag are fully satisfied with the 
quality and the price of the Society’s milk. The Society is 
now arranging to keep a good buffalo breeding bull for 
serving the members’ she-buffaloes. It has also secured 
some grazing land from the collector for the use of the 
members’ she-buffaloes, which, with the bull proposed to be 
obtained from Gujerat, are to be constituted into a herd. 

The Belgaum Co-operative Dairy Society consists of 24 
members, of whom 20 are milk-producing and supply 

their milk to the Society. The goalas at present keep 
their animals in the town and bring them to two milking 
centres for milking them under the supervision of the 
manager. The arrangements as regards cleanliness and the 
collection, transport and distribution of milk are similar 
to those of the Alibag Dairy Society. The Society has 
applied to the Municipality for building a shed outside 
the town for housing the animals of the members of the 
Society. The Belgaum Dairy Society markets about 3,500 
seers of milk a month. The public of Belgaum are entirely 
satisfied with the quality and price of the milk. 

The Thana Co-operative Dairy Society has got a shed in 
which some animals of the members are kept ; other members 
keep the animals in small huts near the Society’s shed. Milk 
is dtawn in the presence of the manager. The arrangements as 
regards cleanliness and transporting and distributing milk are 
exactly on the lines of the Alibag Society. The total quantity 
of milk marketed by the Society every month is about 6,000 
seers. The Thana people are fully satisfied with the quality 
of the milk. In this Society, some of the producing members 
are goalas and others non-goalas. The Society has got more 
than 200 families as its customers. 

In Bihar two co-operative dairy societies have been 
started viz., at Gaya and at Bhagalpur. The constitution is 
the same in both cases. They have unlimited liability and 
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no share capital. The working capital is borrowed from the 
Central Bank. The system of work is as follows : The 
members own their own cattle, and make their own arrange- 
ments regarding their feeding. They live near the society’s 
office and simply bring in their cattle at some stated time and 
milk them in the presence of the Manager who puts the milk 
in sealed cans and sends it for sale through paid carriers, 
The members are paid at 10 seers per rupee, while the society 
sells at 8 seers. The members are allowed to take 50 percent 
of the surplus profits as bonus after carrying over 25 per cent 
to the reserve fund. 

Co-operative ghee societies are also springing up. There 
are two such in Allahabad. Their work has been entirely 
separated from the credit work done by village societies. The 
Allahabad ghee societies are flourishing. The members of ghee 
societies are also cultivators and are more amenable to reason 
and method than milk-sellers. There is much less risk in the 
ghee business as the product is not as perishable. 


BY-LAWS OF THE CO-OPERATIVE DAIRY SOCIETY, 
UNLIMITED.* 

1. — Preliminary, i. The name of the Society is the 

Co-operative Dairy Society, Unlimited, and its registered address is at 

Taluka District Any change of 

addresses shall be notified to the Registrar within 14 days. 

2. The objects of the Society are to advance loans to its members 
for enabling them to purchase and maintain milch animals, to assist 
them to produce pure milk and milk products, to secure' a steady and 
profitable market for their dairy produce, and generally to develop dairy- 
ing on proper lines. 


* [Issaed from the office of the Registrar of Co-operative Societies, Bombay. 
These provisional by-laws .have been adopted for about eight Co-operative 
Dairies in Bombay Presidency], 
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II. — Fands. 3. Funds may be raised— 

(a) by issuing loan-bonds of Rs each, bearing fixed interest 

at«..« per cent. ; 

(d) by receiving deposits ; 

(c) by raising loans ; and 

(d) by donations. 

4. The amount of capital to be raised by the sale of loan^bonds shall 

not exceed Rs. The nominal value of each loan-bond shall be 

Rs* The General Meeting shall decide what sum shall be paid on 

allotment, and by what instalments (if any) the balance shall be called up. 

5. Deposits and loans may be received for fixed periods at such 
rale of interest and to such an amount as may be determined by the 
Managing Committee ; provided that the total of loans and deposits 
shall never exceed eight times the subscribed loan-bond capital plus the 
reserve fund. 

6. The funds of the Society when not utilised shall be invested or 
deposited as required by section 32 (i) (a), (b) or {d) of the Act. 

III. — Membership. 7. No person shall be a member unless — 

(i) he is a resident in 

.(2) his written application for membership has been approved by a 
majority of the Managing Committee ; 

(3) he has paid an entrance fee of rupee i ; and 

(4) he has taken at least one loan-bond and paid the amount within 

15 days of allotment. 

Members who signed the original application are exempt from con- 
dition 7 (2). 

8. Not less than I of the total number of members shall be bona fide 
producers of milk or milk products, for sale. 

9. Any member may withdraw from the Society at any time, with the 
sanction of the Managing Committee ; but this will not be given while he 
is in debt to the Society. 

10. A member of the Society may be expelled by a vote of the General 
Meeting— 

(1) if he is a persistent defaulter ; 

(2) if he wilfully deceives the Society by false statements ; 

(3) if he is bankrupt or legally disabled ; 

(4) if he is criminally convicted 5 or 

(5) if he intentionally does any act likely to injure the credit of th^ 

Society. 
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IK A person ceases to be a member— 

(1) on death ; 

(2) when his resignation is accepted by the Managing CommiUee ; 

(3) on expulsion, 

IV. — Loan-bonds.— 12. Application for loan-bonds shall be made in 
writing, and shall be disposed of by the Managing Committee. 

13. Every member of the Society shall be jointly and severally liable 
for the debts of the Society. 

14. Any member of the Society may, by a writing under his hand 
deposited with the Society, nominate any person other than a servant or 
officer of the Society, to whom the whole or any part of his interest in the 
Society could be transferred in the event of his death. A fee of four 
annas shall be charged for recording such nominations and any sub- 
sequent revocation or variation. 

15. On the death of a member the amount standing to his credit by 
way of loan-bonds or dividends shall, subject to deductions on account 
of his liabilities, be paid to his heir nominated by him, or in the absence 
of such nominee, to such person as may appear to the Committee to be 
entitled to receive the amount as heir or legal representative of the 
deceased member, on his executing a deed of indemnity to the Society. 

V. — General Meetings. — 16. The first meeting of the members shall 
have the same powers as are herein given to the Annual General Meeting. 

17. The Annual General Meeting shall be called in the month of 
April. Its duties are — 

(1) to elect a Managing Committee, to appoint a Secretary and 

any other officers required for the ensuing year, and to fix their 
remuneration ; 

(2) to appoint persons to audit the accounts of the Society during 

the ensuing year ; 

(3) to receive from the Committee a report on the preceding year’s 

working of the Society, together with statements showing the 
receipts and expenditure, assets and liabilities, and profit and 
loss for the year ; 

(4) to consider the audit memo and any other communication from 

the Registrar ; 

(5) to fix the amount of capital to be raised under by-law s ; 

(6) to consider the supply and sale of milk and milk products in 

the past year, and to determine in what way dealings shall be 
carried on during the next year ; 
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(7) to fix the commission to be charged by the Society on the 
price realised by sale of members’ milk and milk-products or to 
fix the prices at which the Society shall take them from 
members and market them ; 

(8) to consider any other business duly brought forward. 

The proceedings of General Meetings shall be recorded in the minute 

book. 

18. A Special General Meeting of members may be called at any 
time by a majority of the Committee, or on receipt of a requisition from 
one-fifth of the members or from the Registrar. 

19. In the case of the Annual General Meeting 14 days’ notice and in 
the case of a Special General Meeting 7 days’ notice shall be given by 
the publication of a written notice outside the office of the Society, and 
in any other conspicuous place that may be convenient. The notice shall 
specify the date, hour and place fixed for holding the meeting, and shall 
state the nature of the business to be transacted at the meeting. 

20 With the permission of two-thirds of those present at a General 
Meeting any member may bring forward a proposal regarding any matter 
not specified in the notice of the meeting, provided that he may 
not so propose the expulsion of another member or alteration in the 
by-laws or in the rates of interest affecting loans or deposits. 

21. Two-fifths of the total number of members or 25 (whichever is 
less) shall form a quorum at a General Meeting. If on the day of the 
meeting there is no quorum, or if all business is not completed, the 
consideration of the remainder of the business may be abandoned or 
adjourned to any other day. If on the day to which the meeting is 
adjourned no quorum is obtained, the business shall be disposed of 
without a quorum. 

22. At all General Meetings the President shall be elected by the 
members present. 

23. The President shall have a casting vote in addition to his ordinary 
vote. Every member shall have one vote. 

VI.— Managing Committee.— 24. The Managing Committee shall 
consist of not less than five members or more than seven. Three members 
shall form a quorum. It shall elect its own Chairman, who shall have 
a casting vote. When present he shall preside at all Committee Meetings. 
When he is absent the members present may elect a Chairman from 
among themselves. Every committee member has one vote ; but the 
Chairman is entitled to give a casting vote, 
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25 . Subject to the by laws and the resolutions passed at a General 
Meeting, the Managing Committee shall have full authority to carry on 
the business of the Society. It shall meet for the transaction of business 
not less often than once a month. 

26. Vacancies on the Managing Committee from death or any other 
cause shall be filled up at the next ensuing General Meeting by election. 

27. A Committee minute book shall be maintained by the Secretary, 
in which the names of members present and proceedings at each Meeting 
shall be recorded. It shall be open to the inspection of all members. 

28. No member shall be present or vote on any matter in which he 
has a personal interest. 

29. The duties of the Managing Committee shall be — 

(1) to appoint, suspend, punish or dismiss all salaried servants of 

the Society, subject to by-laws 16 (i) and (2) ; 

(2) to advance loans to the members for purchasing milch-animals 
and maintaining them ; 

(3) to arrange^ if necessary, for the construction or hire of milking 

sheds and other buildings ; 

(4) to arrange for members’ animals to be milked, if ^necessary, 
under the supervision of the' Society’s staff ; 

(5) to see that the members’ animals are properly fed and housed ; 

(6) to arrange for the proper handling and sale of the members’ 
milk and milk products or for manufacturing cream, butter or 

and marketing them at profitable prices ; 

(7) to keep, if possible, a milk-register for recording the milk yield 
of each of the members' animals,and to record the results of tests 
made to ascertain the quality of their milk ; 

(8) to arrange for the joint-purchase on commission of feeding stuffs 

required by members for feeding their milch-animals ; 

(9) to hear and deal with complaints ; 

(10) to examine and check the accounts ; 

(11) to prepare the annual balance-sheets ; 

(12) to enquire into and take action in cases of arrears ; 

(13) to raise loans and receive deposits ; 

(14) to institute, defend or compromise legal proceedings ; 

(15) generally to conduct the business of the Society. 

30. An appeal shall lie from all decisions of the Managing Committee 
to the General Meeting. 

31. It shall be the duty of the auditors appointed under by-law 16 
(2) to audit the accounts and documents of the Society quarterly ; and of 
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the Managing Committee to produce alt the requisite books for their 
inspection. 

32. The Managing Committee shall control the Secretary, whose 
duties shall be 

(1) to carry on the correspondence of the Society, and to maintain 
all its books, accounts and registers ; 

(2) to maintain cleanliness in the Society’s milking sheds • to see 
that the milk of the members’ animals is drawn and handled 
properly ; to carry out the Committee’s orders regarding the 
transporting and sale of the Society’s milk ; or manufacturing 
cream, butter or ghee from it and selling them ; to collect 
the Society’s dues and to prepare receipts and vouchers; 

{3) to receive and disburse money on behalf of the Society, under 
the orders of the Managing Committee ; 

(4) to attend to all other business entrusted to him by the Managing 
Committee. 

VIL— Production and Sale of Milk and Milk-products — 33. The 
Managing Committee shall secure a dairy room in which milk shall be 
strained and cooled and milk or milk-products stored. 

34. The Managing Committee shall find customers for purchasing the 
Society’s milk and supply pails, cans, bottles, &c., for transporting and 
distributing milk. It may dispose of surplus milk as it thinks best in the 
interest of the Society. 

35. Every member of the Society producing milk and milk-products 
for sale shall be bound to market the same through the Society. 

36. A pass book shall be issued to every member supplying milk and 
milk-products to the Society, and the quantity supplied by him shall be 
regularly entered into it. 

VIII. — Deposits. — 37. Deposits may be received at any time within 
the limits fixed by by-laws 5 and 16 (5) either in the current account or 
for a fixe 4 period. A pass book shall be supplied to each depositor in 
which interest shall be credited yearly on April ist. 

38. After the period of a fixed deposit has expired, interest shall be 
paid on it at current deposit rate, unless the deposit has been accepted by 
the Committee for a further fixed period. 

39. Cash loans for purchasing milch-animals and food stuffs repayable 
in not more than a year and for liquidating old debts repayable in not 
more than 2 years may be granted to any member by the Managing 
Committee. Not more than one-eighth of tfie total amount on loan shall 
at any time be for the liquidation of old debts. The *rate of interest on 
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loans shall not be less than 2 pies per rupee per month. The amount of 
loans advanced to a member at any time shall not exceed Rs. 

All loans shall be repayable by equal monthly instalments, which shall be 
deducted from the amount due from the Society on account of milk 
supplied. The supply of food stuffs on credit shall be treated as a cash Iqan. 

40. Not more than one-fourth of the total amount lent by the Society 
shall be on loan at any time with the members of the Managing 
Committee. 

41. The Committee shall prescribe the instalments by which loans 
are to be recovered and may grant extension when necessary. Penal 
interest at the rate of 3 pies per rupee per month shall be levied on 
instalments not repaid within 14 days of the due date. 

42. Every loan shall be secured by taking two sureties or mortgage of 
moveable or immoveable property, at the discretion of the Committee. 
For every loan, a bond shall be executed stating the rate of interest, the 
date of instalments and the nature of security. 

X. -“ Distribution of Profits.— 43* Not more than three-fourths of the 
net profits may be utilised for giving a bonus to members in proportion 
to the milk supplied by them and the remaining one-fourth added to the 
Society’s reserve fund. 

44. The dividend shall not exceed 6 ~ per cent, except with the sanc- 
of the Registrar. 

XI. — Reserve Fund. — 45. In addition to the sum prescribed under 
section 33 of the Act, all admission fees, fines and donations, shall be 
carried to -reserve. 

46. Not less than half the reserve fund shall be deposited with some 
outside Society or Bank approved by the Registrar. 

47. Any loss on the year’s working may, with the previous sanction 
of the Registrar, be made good from the reserve fund. 

XIL— Accounts and Records.— 48. Accounts and records shall be 
maintained in the forms prescribed by the Registrar, with such additions 
as the Managing Committee think necessary. The Chairman and 
Secretary have power jointly to execute documents, grant receipts, and 
sign loan-bonds on behalf of the Society. 

49. Any member of the Society may inspect any of the registers or 
records during office hours so far as they relate to his own business 
transaction. 

50. Before April 15th annually the Managing Committee shall draw 
up statements showing the receipts and expenditure, assets and liabilities^ 

29 
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and profit and Iqss for ihe previous year. A copy of these statements 
shall be supplied to the Government Auditor. 

XllI— Amendment of By-laws. 51. Subject to the rules framed by 
the Local Government, by-laws can be amended, provided that notice 
of the amendment has been given to the Registrar and the members at 
least 10 days prior to the Meeting. Amendments take effect after 
beipg .registered under section ii (3) of the Act. 

Dated igi . 


Signatures. 


VI. Miscellaneous Agricultural Non-credit Societies.— 

{d) Copartnership Tenancy Societies in Burma , — Burma 
reports an interesting form of co-operation which is being 
used in reducing the difficulties of colonization in areas lately 
brought under cultivation. The latest of these experiments 
is in the Kadonbaw Tract in the Hanthwawaddy District 
where a forest reserve has been disafforested, and thrown 
open to cultivation. The tract covers about 2^000 acres. 
The area is leased to co-operative societies formed by 
groups of cultivators migrating to the area and not granted 
or leased to individuals. The tenure is a co-partnership 
tenancy without share capital, the funds for the initial break- 
ing up of the land being taken from Government in the form 
of agricultural advances. The money is lent to societies 
at the ordinary rate of interest and they make advances to 
(heir members at higher rates. The difference in the rates 
of interest and the margin of rent over land revenue form the 
reserve fund which will amount to a substantial sum in the 
course of a few years. Thirteen settlements have already 
been formed each with its own society and loans have been 
granted sufficient to meet all reasonable needs of the 
colonists. 
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The experiment is one of very great interest since it 
represents an attempt to combine the communal system' of 
cultivation with principles of co-operation. As far as it , has 
gone the experiment promises to be successful. 

{b) Co-operative Irrigation Societies , — Some interesting 
schemes for irrigation on co-operative principles are being 
tried in the United Provinces. One of these is the Kunwar 
Co-operative Society for pumping water from the Gumti 
at a place in the Sultanpur district for distribution in 
the fields of the members of two or three adjacent credit 
societies. In this experimental undertaking the Govern- 
ment of the United Provinces is bearing the initial cost 
which will be realized in instalments from the societies. 
The latter will levy a rate from each member according to the 
area irrigated. “If the experiment proves successful,” writes 
Mr. A. C. Chatterji, Registrar of Co-operative Societies, U. P. 
in the Indian Journal of Economics,- “as we have reason to 
hope it will, there is every prospect that we shall be able to 
organize water supply societies in suitable tracts for the 
pumping of water from rivers, streams and large shallow lakes 
and supplying the same to agriculturists who may or may not 
be- members of credit societies. The organization will of 
course be simpler if all the members of the water supply 
society are also members of credit societies, for then the 
collection of dues will offer no technical difficulties. Similar 
organizations will also be feasible in the case of pumping 
installations attached to wells with a large supply of water, 
specially tube wells, in tracts where such wells can be sunk 
with advantage. It is not possible for individual agricultu- 
rists very often to undertake the cost of a pumping installation, 
but there is no reason why a number of them should not.comr 
bine for the purpose. The idea is already catching oh in 
some of the western districts Bulandshahr, and although 
the pioneer work there in this direction is being performed 
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by credit societies, I hope , that in the near future societies 
with the sole object of the supply and distribution of water 
from ^wells . will also spring up”. 

In Midnapore we have another excellent example of co- 
operative irrigation. A bund for storing water has been 
constructed by the combined efforts of three societies in 
the Khelar area. The bund irrigates over 500 bighas of land. 
A co-operative irrigation society has been formed for 
securing an equitable distribution of water from the bund 
and for keeping it in proper repair. The original cost of the 
construction of the bund, which was met by means of a loan 
jointly taken by a few members of the Murakata Society, 
will be paid off by the shares which the irrigation society will 
false. The irrigation society will also levy a small water-rate 
for* meeting the cost of its repair and other incidental 

A 

expenses. 

(c) The Lakhikole co-operative sugar factory . — Another 
interesting experiment in agricultural non-credit co-operation 
is the co-operative sugar factory at Lakhikole in the Goalundo 
sub-division of Bengal. Years ago when the Padma flowed 
by Lakhikole it was an important place for the sugar 
industry and there were no fewer than 32 factories on 
the banks of the river. As the Pudma began to recede the 
industry slowly declined and with the appearance of the cheap 
Java sugar in the market it disappeared altogether, and the 
sugar manufacturers took to other occupations. The sudden 
rise in the price of Java sugar in September 1914 gave the 
sugar manufacturers an opportunity to take to their heredi- 
tary profession and some of them were formed into a co- 
operative society and with the loans taken they have started' 
a factory and are running it jointly ; so far they are working 
well. Last year the factory turned out 719 maunds of sugar, and 
the actual profit, made by the members was about Rs. 1000. 
In view of the fact that the import duty on sugar has been 



THE CO-OPERATIVE MOVEMENT IN INDIA. 229 

raised to ten per cent, it is to be hoped that the Lakhikole 
co-operative sugar factory would be able to turn out sufficient 
quantity of sugar to feed the local markets and will continue 
to do so at a profit. 

(d) Cattle-breeding Societies , — The Cattle-breeding Society 
at Maroli in Bombay Presidency is an interesting experi- 
ment. The members who number 27, have purchased a 
bull and have made arrangements to seclude their cows 
from the village bulls. The expense of maintaining the 
bull has during the year been borne by a well-to-do ryot, so 
that the society is hardly run on strictly co-operative lines : 
but as the members learn to appreciate the advantage of 
proper breeding, it may be expected that they will be willing 
to contribute the necessary fund.s. 

In the Central Provinces a few co-operative cattle-breeding 
societies have been started. There is one such society in the 
Raipur district, which leased 490 acres of grazing land from 
Government, and commenced witli a herd of forty cows and 
one bull, purchased for them by the Agricultural Department. 
The members themselves in their villages had no .cows fit 
to be used as the foundation of a breeding herd. The 
share capital is Rs. 3,000 : the shares are Rs. 100 each. Each 
member is allowed to have up to six cows on the farm. The 
cows are branded and remain the member’s own property 
while the bull belongs to the Society. 



CHAPTER XIII. 


CO-OPERATION AND AGRICULTURE. 

The importance of the proper correlation of the depart- 
ments of Co-operation and Agriculture is obvious and cannot 
be too strongly emphasised : it is to the interest of both the 
departments that they should work in close touch with each 
other. By the establishment of the co-operative movement 
the propagandist work of the Agricultural Department has 
been immensely simplified. Improvements can be taken at 
once to a group of cultivators bound together by common 
interests instead of to isolated individuals working selfishly. 
By the provision of credit improved methods, expensive 
though they be, have been brought within the reach of the 
small cultivator. And by co-operation facilities for the more 
favourable disposal of his produce have also been provided. 
The small cultivator is lifted out of his narrow and restricted 
surroundings and brought into direct touch with outside 
markets. 

It is in the use of credit societies for distributing improved 
seed and implements, and in the general supervision and 
development of the various forms of agricultural non-credit 
societies, that the help of the Agricultural Department can 
most usefully be afforded, and it should be given — as it is 
already given in many provinces — fully and ungrudgingly. 
Provided that it uses the societies not for experimenting in 
new processes, but strictly for popularising improvements, the 
Maclagan Committee think that nothing but good can be, ex- 
pected from the assistance of the Agricultural Department. 

This subject of the closer co-ordination between the two 
depanments came up prominently before the last meeting of 
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the Board of Agriculture held at Pusa. The question before the 
Board was — How to organise the relations between the Co-opera- 
tive Societies, whether dealing with credit or some other branch 
of agricultural organisation, and the Agricultural Department ? 
Whether there is any need to encourage Agriailtural Associa- 
tions in view of the special facilities possessed by co-operative 
societies for carrying on propaganda ? It was considered by 
a strong Committee including two Registrars of Co-operative 
Societies which made ten recommendations and these with 
slight modifications in some cases were passed as resolutions. 

(1) Agricultural Associations perform useful functions 
where a central co-operative association either does not exist 
or is not fully developed and even where such associations 
do exist there is no need to discourage Agricultural Asso- 
ciations when the members really undertake pioneer work. 
But when central co-operative associations are fully developed 
the Agricultural Department should use them first and fore- 
most as a means for demonstration and introduction of 

% 

improvements and should concentrate its attention on them. 
This view of the Committee was accepted by the Board. 

(2) The next question was with regard to the finance of 
Central Banks : whether it is desirable that separate capital 
should be set aside for agricultural improvements which 
should be distinct from the banking capital. It was 
pointed out that a Central Bank would involve itself in dififi- 
culties if it were to start trading on a large scale. The Board 
agreed with the view of the Committee that the working 
capital of the bank should not be employed in commercial 
enterprises. For the distribution of seeds, implements and 
other similar activities the bank should either act as an' 
agent or raise separate capital or make allotments out of 
profits or reserves. The agency system has been found to 
work satisfactorily in the Central Provinces, But a forpi of 
Central Association with separate share capital in ■which’ 
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societies or individuals would become shareholders might well 
be developed. All dealings of this kind should be for cash 
only and members must, if necessary, borrow from their credit 
societies for these purposes. 

(3) It was resolved that where credit societies exist in 
any village they must be utilised for getting orders for seed, 
etc., but as societies they should not engage in trade but only 
give loans to their members to make purchases. Agreements 
to purchase should be taken from individuals before orders 
are given. Where no credit societies exist co-operative 
associations, such as those working in the Northern Circle of 
the Central Provinces, might be found useful. The Board 
resolved that unregistered co-operative associations for the 
supply of pure seed, etc., should be discouraged. 

' (4 & S). In connection with the steps to be taken to bring 

the officers of the Agricultural and Co-operative Departments 
into closer touch, etc., the board resolved that this could be 
done by making the staff of the Agricultural Department 
familiar with the principles of co-operation and by giving to 
the staff of the Central Bank such practical training in agri- 
culture as may be necessary and possible. The other step 
considered necessary for this purpose was that, in addition to 
Agricultural Inspectors and Assistants who are to be ap- 
pointed in each district, a Government official, who should be 
subordinate to the Deputy Director and the Agricultural 
Inspectors or Assistants, should be attached to each Central 
Bank which is sufficiently developed. Such a man should be 
a practical cultivator who can read and write. 

(6 & 7) The Board resolved that Government should bear 
the cost of all demonstration work in each area, and for this 
purpose they should find the money. It was also resolved 
that in places in which the Agricultural Department proposes 
to open demonstration farms in tracts in which there are also 
well-developed Central Banks one at least should be started 
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at the headquarters of such banks at the expense of Govern- 
ment. 

(8) As regards cattle insurance the opinion of the Board 
was that it is unsafe unless adequate arrangements are made 
for dealing with outbreaks of epidemic diseases and that 
the fixation of tariffs depends on local conditions based 
bn more satisfactory acturial data than those available at 
present. 

(9 & 10) The proposals for the Development Commis- 
sioner made by the Committee on Co-operation in India did 
not commend themselves to the Board. While the Board 
desires to emphasize the necessity of adequate programmes 
of general development and of the regular allotment of funds 
it considers that in respect of the Co-operative movement and 
of the Agricultural Department these proposals are unsuitable. 
It appears from the report that the officer appointed to this 
post would be mainly selected on account of his qualifications 
as a co-operative organiser, which means the appointment of 
a non-technical officer at the head of the Agricultural Depart- 
ment. Again, where the Director of Agriculture and the 
Registrar are directly under Government it would involve 
extra delay and loss of efficiency if another officer is appoint- 
ed between them and Government. The real improvement 
in the opinion of the Board lies in placing these officers under 
the direct control of Government in the provinces where they 
are at present under a Financial Commissioner or Board of 
Revenue. The necessity of a closer connection between the 
Co-operative and Agricultural Departments was, however, 
recognised, and the Board recommended that co-ordination 
should be secured by the formation of a Board consisting* of 
the Registrar, the Director of Agriculture and the Director of 
Industries where he exists, which would meet from time to 
time and make their joint representations to Government 
when necessary. It' was further resolved that it would be 9 , 
30 
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good thing if some at least of the Directors of Agriculture 
could attend the Imperial Conference of Registrars. 

In accordance with the last resolution the officers of the 
Agricultural Department of Bengal met the Registrar of 
Co-operative Societies at Dacca in August last. It was 
agreed that the two departments could be of considerable 
mutual benefit in the distribution of seeds and manures. It 
was also agreed that the Co-operative Department should 
assist in the proposed demonstration of improved gur 
making in the Date Palm Districts and should form Co-opera- 
tive Sugar-making Societies. 

The following suggestions have been made with regard 
to the means by which the co-operative movement may 
be brought into touch with the Agricultural Department : — 

(1) The societies and the organizers may be made use 
of by the Agricultural Department for the dissemination of 
agricultural information and the distribution of pamphlets. 
One of the principal needs of the Agricultural Department 
is a means of making its improvements known • to the ryots 
and co-operative societies may supply the channel by which 
the discoveries and improvements of the Agricultural Depart- 
ment may be made known to the people. 

(2) Societies may be induced to finance agricultural 
improvements, especially when the ryots are anxious 
to make use of any implement or any particular kind 
of manure, but are prevented from doing so for want of 
funds. 

(3) Special Agricultural Societies may be formed for 
the distribution of manures or the production of any particular 
kind of crops and societies may also be formed for the 
joint sale of agricultural products. 

(4) Arrangements may be made for the attendance of 
the Agricultura:! Inspectors at the annual meetings of the 
central banks and the opportunity may be taken to give 
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advice and illustrative lectures to the members and an 
exhibition of the working of new and improved implements. 

(5) The central banks may require one or two intelli- 
gent cultivators to undergo a course of training at an 
agricultural farm and the banks may be induced to bear the 
expense. The inspecting staff and the local inspectors 
employed by the central banks may receive a training at 
an agricultural farm and as they will constantly go round 
the societies, they will be in a position to advise the villagers 
about agricultural improvements. 

(6) The central banks which are conveniently situated 
may act as depots or agencies for the sale of improved tools, 
seeds, manures and appliances. 

(7) it is desirable that the District Agricultural officers 
should become personally acquainted with the members of 
Co-operative Societies, and that the Co-operative officers 
should keep in close touch with the District Agricultural 
officers and Farm Superintendents in the areas in which they 
work. 



CHAPTER XIV. 


NON-AGRICULTURAL NON-CREDIT 
CO-OPERATIVE SOCIETIES. 

I. Industrial Co-operative Societies.— 

Next to agriculture which engages 70 per cent of the total 
population of India, it is the cottage industries which have 
given employment to many a rural family in India ; no less 
than 1,66,92,000 people are engaged in small workshops and 
home handicrafts in different parts of India. It is extremely 
desirable that special steps should be taken for the develop* 
ment of cottage industries which even now play an important 
part in the economic life of India. It is believed that under 
proper guidance the cottage industries will still survive the 
stress of factor,.' competition. 

With regard to the majority of cottage industries, 
combination and co-operation may solve many of the existing 
difficulties. As Mr. Swan suggests in his Report on Industrial 
Development in Bengal — “Co-operative credit societies should 
be established among cottage-workers, such as cotton-weavers, 
silk-weavers and brass-workers. The officer in charge of 
these societies should assist in the purchase of raw materials 
and in finding markets for the finished article.” At present 
the cottage-workers experience difficulties with regard to 
the supply of raw materials and the sale of finished products : 
they, too, like the agriculturists have to buy their finance 
dear and sell their products cheap. Their industries are 
wholly in the hands of middlemen, who supply them with raw 
materials, very often at exhorbitant rates, and take over the 
finished products at a price which leaves the artisans very 
little margin of profit and which reduces them to starvation 
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wages. Co-operation will not only enable cottage industries 
to get a supply of raw materials at wholesale rates, but it will 
enable them to dispose of finished products at an advantage. 
It will also enable them to obtain improved machinery, 
which is beyond the means of individual workers. 

But in order that co-operation might take an effective 
share in developing rural industries, we should have for every 
province an exhaustive survey of existing industries — their 
past history, present condition and possible future prospects. 
It is only after such a survey has been made that co-operative 
efforts can be directed into fruitful channels. As might 
have been expected the importance of the co-operative 
movement as a possible agency for the development of 
cottage industries has been given due recognition in the 
enquiries of the Royal Commission on Indian Industries. It 
is to be hoped that the Report of that important Commission 
would contain an exhaustive survey of the various cottage 
industries whose fame once travelled beyond the shores of 
this country and practical suggestions for the promotion of 
co-operative industrial enterprises. 

The most deserving class of these cottage workers are 
the weavers who form an important industrial group in 
practically every part of India. Weaving mills have made 
great progress during the last few years and the pressure of 
their competition is making it more and more difficult for 
the hand-loom weaver to maintain himself. Though hard hit, 
he has not, however, yet succumbed. In many districts the 
cloth of the hand-loom weaver is preferred for its superior 
wearing qualities and its more popular patterns, and this is 
particularly the case with regard to silk work. In 1911 
there were in the Bombay cotton industry 193,000 workers 
in mills as against 267,000 home workers, and in the silk 
industry 2,000 mill workers* as against 23,000 home workers. 
These figures show that the home industry is very far from 
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being dead. If, however, the hand-loom weavers are to 
survive the effects of the fall in prices brought about by 
power looms, they can only do so by adopting any modern 
improvements in the form of their looms that will enable 
them to increase their output, by buying their yarn in the 
cheapest market, and selling their cloth to the best possible 
advantage. 

Local Governments— specially those of Bombay and 
Bengal — have taken measures to popularise, as far as possible, 
the most useful modern improvements. But weavers generally 
find that it is usually useless to adopt improved methods 
and to increase their production while they continue to 
depend on their money-lenders for advances with which to 
carry on their business. These money-lenders arrange matters 
in such a way that very little of the increased profit goes to 
the weavers themselves. Jn order to free the weavers from 
this economic serfdom and to enable them to secure a fair 
share of the profits of their industry, it is believed that they 
will find it to their advantage to establish co-operative 
societies in as many centres as possible. The first object 
of these societies is to grant them cash advances on easy 
terms. A weaver has generally to spend Rs. 25 to Rs. 50 
per loom per month in the purcha.se of yarn. The money- 
lender usually advances this yarn to him at an interest of 
about 18 per cent, and insists also on his selling the 
manufactured cloth to him at such a rate as he may decide. 
Very few weavers are rich enough to buy yarn out of their 
own capital and to carry on the business independently of 
the money-lender. 

The co-operative society will take the place of the 
money-lender, and its result will be not only that weavers 
will obtain loans at easy rates, but that such profits as accrue 
will belong to the weavers themselves jointly instead of 
falling into the hands of the money-lenders. This type of 
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society is, in the opinion of the Maclagan Committee 
worthy of support, both because weavers are a numerous and 
poor class, whose earnings have, in recent years, been 
seriously diminished by the competition of the mills, and also 
because any method by which the cottage industries of the 
country can be preserved would deserve a prolonged trial. 

It is gratifying to note that attention has already been 
directed in this province towards the development of this 
form of co-operation and that as a result, an Inspector of 
Weavers’ Societies has been appointed and seventeen 
Weavers’ Societies have been started in different parts of 
Bengal. A proposal is also under consideration for organis- 
ing a central store in Calcutta for the sale of the products 
of these societies. In the presidency of Bombay also 
more than thirty Co-operative Societies have been formed 
entirely of weavers with the object of buying yarn, dyes, 
implements, etc., at wholesale prices, advancing cash loans 
to weavers, and helping to some extent in the sale of cloth 
during the slack season. The Bombay Registrar remarks — 
“Owing to the apathy and ignorance of the weaving classes, 
the success obtained has not yet been very striking. But 
here and there results have been remarkable, and there is no 
reason to think that the plan itself is at fault.” Besides the 
handloom weaving industry there are in Bengal, for instance, 
many other cottage industries which can be developed by 
the adoption of co-operative methods. Thus-^- 

(1) There is a promising field of work among the 

silk-reelers of Malda and Jangipur for the 
• purchase of improved reeling apparatus and for 
the joint sale of the silk spun by the members. 

(2) Among the brass and bell-metal workers in almost 

every district of Bengal societies may be formed 
for the introduction of labour-saving appliances 
and for the joint sale of the utensils. 
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(3) Societies may be formed amongst potters for 

the production of a better class of articles and 
among carpenters for the supply of wood and 
for the sale of finished products. 

(4) The Mother of Pearls Button industry, recently 

started at Dacca, can be improved and developed' 
by starting co-operative societies for the purpose 
of getting better classes of shells and also for 
the introduction of labour-saving machinery and 
joint sale of the articles manufactured. 

(5) Carpet-weaving and blanket-making are also 

industries which can be organised co-operatively. 

(6) Attempts may be made to organize societies at 

suitable centres amongst blacksmiths for manu- 
facturing agricultural implements of an improved 
^ kind at a cheaper price. Improved tools and im- 
proved designs may be introduced among these 
men through the medium of co-operative societies. 

(7) Mat-making is another industry in Bengal which 

can be developed on sound lines by co-operative 
methods. 

At a meeting recently held under the auspices of the 
London East India Association, Lord Islington rightly 
declared that the application of co-operation to industry 
was of supreme importance in India. “My experience of 
co-operation,” he added, “ which has been by observation, 
in some cases minute and intimate, of its working in many 
countries distant from this, both within the Empire and 
outside, justify me in saying that it should be regarded 
as a vital and essential element in the successful progress 
of industry, and essentially the industry of agriculture. 
Its application to industry in India is of supreme importance. 
Those responsible should bind together to encourage^ in every 
way they possibly can, the widest possible extension of native 
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industries. The scope and capacity for extending these 
industries is quite limitless in India, and it only requires 
encouragement and facilities.” 

In response to this appeal, as it were, a new Association 
called the Bengal Home Industries Association ” has 
recently been started in Calcutta under distinguished 
auspices. It might as well have been called “the Bengal 
Industrial Organization Society”— -for it is expected to do 
for the industries of Bengal what the Irish Agricultural 
Organization Society has done for agriculture in Ireland. 
The main functions of the newly formed Association in 
Bengal should be (i^ to create a demand for the products 
of home industries by educating and informing public 
opinion in favour of them, (2) to teach the necessity for 
combination and co-operation amongst our cottage-workers 
both for purposes of production and sale of commodities, 
and (3) to organize industrial co-operative societies. The 
organization of individual industrial societies in scattered 
villages will not, however, be satisfactory. There should be 
an Industrial Organization Society in every district for 
helping the formation of such societies and for ‘arranging 
for the disposal of the products. Over these district organi- 
zations there should be in the capital city of the province 
a Provincial Industries Store in charge of exj^ert business- 
men who will receive salaries and commission on sales 
effected. The^ expenses in connection with the Provincial 
Industries Store should, at the outset, be met by the State, 
but when a sufficient number of industrial societies has 
been formed, they may be taken over by these societies in the 
same way as the .audit charges are now met by the agri- 
cultural credit organizations. 


31 
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BY-LAWS OF THE WEAVERS* CO-OPERATIVE SOCIETY 
WITH UNLIMITED LIABILITY.^ 

Nanis of the Society, i- The Society shall be called 

It is registered under the Co-operative Societies Act II of 1912. 

Registered Address. 2. The registered office of the Society shall 

beat^ Post Office - Thana 

Subdivision....* District 

Objects. 3. The object of the Society is to improve the condition of 
the weavers who are its members by encouraging thrift, self-help and 
co-operation among them. And in furtherance of the above-mentioned 
objects, the Society shall be at liberty. — 

(1) to raise funds by way of loans, deposits or otherwise by 

making usi ol the combined credit of the members ; 

(2) to grant cash advances to the members for necessary objects 

at a moderate rate of interest ; 

(3) to purchase raw material required for the weaving industry 

at wholesale rates and to retail the same ; 

(4) to purchase improved machinery to be sold or to be hired 

out to its members ; 

(5) to buy and retail improved dyeing materials ; 

(6) to arrange for the disposal of the finished products of the 

members or to assist the member$ in finding markets for the 

same ; and generally 

(7) to do all such things as are conducive or incidental to the 

attainment of the said objects. 

Membership. 4. Every member of the Society must be — 

(1) a bona-fide weaver ; 

(2) ordinarily resident within ; 

(3) of good character ; 

(4) of not less than 18 years of age except in the case ofa minor 

heir of a deceased member ; 

( 5 ) not already a member of any other Society, the |liability of 

which is unlimited. 

5. Every member shall pay an entrance fee of— -and shall subscribe at 
least one share. Members shall also be required to sign their names or 
put their thumb marks in a Register of Members to be kept by the 
Society in token of their acceptance of these by-laws. 


* [Issued from the Office of the Registrar of Co-operative Societies, Bengal.] 
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6. The members of the Society shall consist of— 

(a) those persons who have subscribed to the application for 
registration and to these by-laws ; 

{b) such persons as shall hereafter become members of the Society 
by election according to these bydaws. 

7. Notwithstanding anything contained above, persons who are not 
weavers but who are otherwise eligible for admission may be admitted as 
members provided that the total number of such non^weaver members 
shall not exceed three or one-tenth of the total number of members of 
the Society, whichever is greater. 

Election of Members. 8. Every person desirous of becoming a 
member shall apply to the Committee of Mangement, which, after 
careful consideration, may elect him as a member or refuse his 
application. If more than one-fourth of the members of the Society 
object to the admission of any person as a member, he shall not be 
admitted. As soon as a member has been elected, he shall sign the 
Register of Members, pay the entrance fee and subscribe at least one 
share. 

9. The widow, legal heir or nominee of a deceased member, if 
elected within three months of his decease, shall be exempt from the 
payment of entrance fee. 

Cessation of Membership. lo. Membership shall cease by (a) 
expulsion (b) bankruptcy (c) insanity or (rf) death. A member who 
permanently removes his residence from the prescribed area shall 
ordinarily cease to be a member unless specially permitted by the Com- 
mittee of Management. But in that case he shall not be allowed to vote 
at any meeting or to act as an office-bearer or to take loans. 

Any member can at any time after three years of his jirst becoming a 
member withdraw from the Society after giving notice to the Committee, 
provided there are no debts due by him to the Society. 

Suspension and Expulsion of Members, ii. The Committee of 

Management may suspend or expel a member— 

(1) for any breach of these bydaws, or of the rules of the Society ; 

(2) for wilful default ; 

(3) for any conduct proved to their satisfaction by which he may 
weaken the credit of the Society or bring it into disrepute. 

12. All such cases shall be referred for confirmation to a general 
meeting, which must be called within two weeks of the' verdict Sue*- 
pension may be confirmed by a majoiity of men)bers present at the 
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general meeting, but for expulsion vote of not less than three-fourths is 
necessary. 

Shares. 13. The shares shall be valued at Rs. 50 each. Each 
member shall be required to take at least one share but no member shall 
be allowed to subscribe more than ten shares. Shares shall be paid up in 
ten years by yearly instalments of Rs. 5 each. 

Members shall be at liberty to make payments of the annual instalments 
on account of shares in sums of not less than As. 4 at a time provided that 
the full payment on account of each share is made before the 31st Decem- 
ber every year. The ten years within which the share payments shall be 
completed shall be held to run from the ist January following the date of 
the first subscription to the share. 

14. If cnerabership ceases by withdrawal, expulsion or bankruptcy 
before a share is fully paid up, the member, his nominee or heir, as the 
case may be, will be paid the amount of his share subscriptions after 
deducting any sums due from him to the Society without profits, on the 
completion of ten years from the date of admission ; and in the case of 

cessation of membership on the above grounds after a share is fully paid 

up, the member, his nominee or heir, as the case may be, shall be paid his 
share subscriptions after deducting any sums due from him to the Society 
with profits on the close of the next working year of the Society. 

15* If membership ceases owing to insanity or death — 

(0 if the widow, heir or nominee, as the case may be, is eligible for 
admission, he may, on application, be admitted as a member 
, in the place of the insane or deceased member, with his Tull 
rights and liabilities, or, if he do not desire admission, be paid 
the full amount of the share subscription, after deducting any 
sums due to the Society, without profits if his shares have not 
been fully paid up or with profits if his shares have been fully 
paid up on the close of the next working year of the Society ; 
(iV) ifthe widow, heir or nominee be ineligible for admission on 
account of permanent non-residence or bad character, he shall 
be paid at once the full amount of share subscriptions standing 

to the credit of the insane or deceased member after deducting 

sums due to the Society and all interest in the share or shares 
of such insane or deceased member shall lapse to the Society. 

16. EacH^member at the time of admission shall record in respect of 
each share taken by him, in the share register, the name of the successor 
tQ whoip h^ desires that the share money or divi4ends accruing thereon or 
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any other moneys due to him shall be paid in case of his death, and the 
Committee shall be bound to make over sums so due to such nominee. 

17. In case a member for good cause cannot pay up his share instal- 
ment in any year, the Committee may record the reason in writing and 
allow him to pay the instalment in the following year along with that due 
for the following year. 

Tne Funds of the Society and its Borrowing Power.— 18. To 
carry on the work of the Society the Committee of Management may, on 
behalf of the Society, raise funds by way of loans and deposits or otherwise. 
The maximum amount of liability ’ shall be determined annually at the 
general meeting of the Society, but may be revised at any subsequent 
general meeting during the year. 

Liability of Members. — 19. The liability of the Society shall be un- 
limited, each member equally with every other rAember shall be jointly 
and severally liable for the debts of the Society. 

20. The liability of a past member for the debts of the Society, as 
they existed at the time when he ceased to be a member, shall continue 
for a period of two years from the date of his ceasing to be a member. 

21. The estate of a deceased member shall be liable for a period of 
one year from the time of his decease for the debts of the Society as they 
existed at the time of his decease. 

Representation, — 22. All documents creating a charge or obligation 
on the Society shall be signed by at least three members of the Com- 
mittee of Management, including the Chairman or the Secretay, provided 
that in case of receipts for deposits and repayments of loans the Chairman 
or any office-bearer duly authorised by the Committee of Management 
may sign. 

General Meeting.— 23. The supreme authority of the Society shall be 
vested in the general meeting. The general meeting must exercise a 
general supervision over the business of the Society, especially over the 
acts of the Committee of Management and Supervisors, and shall do all 
things which the interests of the Society demand. 

24. The general meeting shall meet as often as may be necessary, 
but not less than once a year. It shall be the duty of the Chairman and 
Secretary to convene a general meeting within two months from the close 
of the previous working year. General meetings shall also be called 
whenever necessary at the requisition of the Committee, the Supervisors, 
or members numbering at least one-fifth of the number of registered 
ipembers subject to a minimun^ of eight n^embers. At least a week^a 
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notice of the meeting should be given. The meeting shall elect its own 
Chairman. The proceedings of all general meetings shall be recorded by 
the Secretary and signed by the Chairman. Each member shall have one 
vote. Only members present can vote. It is the duty of all members to 
attened the general meeting. One-fifth of the number of registered mem- 
bers shall constitute a quorum, but if the number of members be 
less than 40, the number of members required to form a quorum shall be 
eight. On any question the opinion of the majority shall prevail. In 
case of equality of votes, the Chairman shall have a casting vote. At 
every annual general meeting the Chairman shall read out from the by- 
laws the duties of the general meeting, and shall explain the same to the 
meeting, before its business commences. 

25. The duties of the annual general meeting shall be — 

(1) to review the working of the Society ; a 

(2) to elect the Chairman and members of the Committee of 

Management and to appoint Supervisors ; 

(2) to decide the maximum amount of liability to be incurred dur- 
ing the year ; 

(4) to fix the rate of interest to be paid by borrowers, and to 

depositors and to determine the terras upon which the 
raw material required for weaving industry should be 
advanced to the members ; 

(5) to decide the maximum amount which any member may hold in 

loans at any one time ; 

(6) to decide what branches of business shall be undertaken during 

the forthcoming year ; 

(7) to hear all complaints against the Committee of Management 

and office-bearers ; 

(8) to receive a report of the number of loans and their amount 

made to members of the Committee of Management during 
the past year • 

(9) to give such general direction to the Committee of Management 

for the management of the Society's affairs as may be 
necessary and to transact any other business that may be 
brought forward. 

Committee of Management {Panchayats),^2(i. Subject to the direc- 
tk)n of the general meeting, the management of the Society’s affairs shall 
vest in the Committee of Management. The Commitiee shall consist of 
not less than five menobers and not more than nine members, who shall 
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be elected annually at the general meeting. The Committee shall elect 
any one of these members as Secretary. They shall meet at least once 
a month on a fixed day and at a fixed place, and, shall record their 
proceediogs in the minute book of the Society which shall be signed by 
the Chairman and the Secretary. Three members should constitute a 
quorum, but if the Committee exceeds six members the quorum shall be 
four. The duties of the Committee shall be — 

(1) to elect new members ; 

(2) to raise funds subject to the provisions of rule 18 ; 

(3) to deal with applications for loans and for advances ; 

* (4) to appoint a Secretary and to determine his duties ; 

/(5) to carry on the business of the Society with regard to the pur- 
chase and sale of yarn, other material, improved looms, dye- 
ing appliances, etc. ; 

(6) to verify the cash balance at every monthly meeting ; 

(7) «to take action on the report of the Supervisors ; 

(8) generally to conduct business of the Society subject to the by-laws 

and any Resolution of the general meeting. 

27. The members of the Committee of Management shall be respon- 
sible for the good management of the Society. They shall be liable to 
the Society for any wilful neglect of their duties and for any expenditure 
of money contrary to the rules and the bydaws of the Society. 

28. No Chairman or Secretary shall bold office for more than three 
years in succession without the previous permission of the Registrar, or 
shall be eligible for re-election within two years of such period without 
such sanction. 

29. If a member of the Committee dies or resigns or fails to attend 
three Committee meetings consecutively, the other members of the 
Committee and the Supervisors may appoint a new man to take his place 
till the next general meeting. 

Duties of Supervisors.— 30. The number of Supervisors shall be 
not less than three. Their duties shall be— 

(1) to see that loans are applied to the purpose for which they were 

granted, and to bring all cases of misapplication to the 
notice of the Committee ; 

(2) to watch the security of each outstanding loan, and to keep the 

Committee informed regarding it ; 

(3) to count the cash in hand, and to submit a report of cash verifica- 

tion to the Committee at least once a quarter ; 
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(4) to bring to the notice of the Committee any abuses which they 

may have observed ; 

(5) to perform such other duties as may from time to time be en- 
, trusted to them by the general meeting. 

The Committee shall be bound to produce all documents and accounts, 
and to give every available information to any of the Supervisors. 

Raw Material— 31. The Committee of Management may purchase 
such yarn and other raw material as they consider to be necessary at such 
rates as seem to them proper. 

32. Raw material shall be advanced to members on such terms as the 
Committee may, subject to the general direction of the general meeting, 
from time to time, determine. 

33. Members are bound to repay the value and the interest charged 
on such advances out of the sale proceeds of the articles manufactured 
from the raw material advanced and no further advance shall be granted 
until such dues are settled. 

Cases falling under by-law 44 are excepted from this rule. 

34. A member is liable to a penalty not exceeding Rs. 5 at the 
discretion of the Committee if he applies raw material to any purpose ex- 
cept that for which it is advanced. 

Cash Advance. — 35. The Society may grant loans to members at a 
rate fixed by the general meeting which shall not however exceed 

—per cent. 

36. Loans shall be granted for any necessary purpose. An advance 

to a weaver for weaving purposes shall not ordinarily exceed ’ for 

each loom owned by him. 

37. Loans shall be granted on the security of one personal surety if 
the amount does not exceed Rs. 25 or two personal sureties if the amount 
exceeds Rs. 25, In addition to this, the Committee of Management may 
take mortgages of immovable property by way of collateral security. 

38. If a borrower fails to pay interest or any instalment of principal 
and the Committee of Management does not grant an extension of time, 
the whole loan shall become immediately due and payable, irrespective of 
any conditions on which the loan was granted. 

39. If any property or loom is purchased by the borrower or released 
from mortgage with money advanced by the Society, the purchaser shall 
not sell, mortgage or transfer it until the debt to the Society has been 
paid, except with the consent of the Committee of Management, or in order 
to satisfy his debt to the Society. 
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» 40^ Any $un).Outstan 4 ing, against a member who dies, withdraw^ 

or is expelled, or otherwise ceases to be a member, shall be immediately 
payable, irrespective of any condition on which the loan was granted. 

41. If the Committee of Management finds that the security for an 
outstanding loan has become insufljcient, it shall call on the borrower to 
provide satisfactory security* and in default the loan shall become 
immediately payable, irrespective of any condition on which the loan was 
granted. 

42. Notwithstanding anything contained above, the Society reserves 
to itself the right of calling in any outstanding loans on four weeks* 
notice, but this power shall not be exercised, save when there is a general 
run upon the Society by its creditors, or when the borrowers of the 
Society or their sureties are in such a position that the funds of the 
Society are endangered or in other.exceptional circumstances. 

Finished Products. — 43. Members shall be at liberty to sell their 
finished cloth either to the Society or to outsiders. If sold to the Society, 
the price shall be fixed at such rates as may be determined by the 
Panchayais from time to time. 

44. When the market is dull and proper sale price cannot be 
obtained, a member may deposit the finished product with the Society 
and the Panchayais may advance him an amount not exceeding 75 per 
cent, of the estimated value. Such temporary advances shall be repaid 
with interest as soon as the cloth is sold. 

45. All advances granted to a member for the purpose of helping him 
in producing his cloth shall be repaid out of its sale proceeds. 

46. The panchayais shall arrange to sell to the best advantage the 
finished products collected from members. 

Miscellaneous. — 47. With the previous approval of the general 
meeting and subject to the sanction of the Registrar, the Managing 
Committee may undertake the opening of a retail shop, the purchase 
and. sale of :fly-shultle looms, or of any other weaving and dyeing 
material, the hiring out of such material, or any other branch of work 
which is likely to be useful or profitable to the weaving industry of the 
locality. 

Deposits.:— 48. Subject to any rules made by the general meeting, 

Committee shall decide the terms on which deposits shall be accepted 
and the rates of interest for the various kinds of deposits. 

Disputes.— 49. All disputes which the Committee of Management 
ca,nnot decide shall be referred to the Registrar, who ipay either deci^? 
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the matter himself or appoint an arbitrator or arbitrators. The decision of 
the Registrar or arbitrators shall be final. 

Books and Acoounts.— 50. All the account books and the by-laws 
and other records shall be open to the inspection of members while the 
Committee of Management is sitting. 

Beferva Fund and Profits.*— 51. The Society shall maintain a 
'Reserve Fund from the profits earned by it. Entrance fees, fines and 
all profits after deduction of working expenses and dividend payable 
according to these by-laws and of any expenditure which is a lawful 
charge on the Society shall be credited to this Fund. 

52. The entire net profits of the Society, as declared by the 
Registrar yearly, shall be carried to the credit of the Reserve Fund for 
ten years. 

53. In case the Society be dissolved, the balance of the Reserve 
Fund available after all liabilities have been met, shall be paid as a 
dividend upon the fully paid-up shares of such members as are still 
in the Society at the date of dissolution or, if no shares have yet 
been fully paid up, in such manner as the Registrar may approve. 

54. Of the net profits declared by the Registrar as accruing during 
the eleventh and succeeding years, one-fourth shall go yearly to the 
Reserve Fund and out of the balance a dividend shall be paid on the 
fully-paid-up shares subject to.such rules as the Local Government niay 
frame. 

55. The Reserve Fund, which is intended to be a source of strength 
to the Society, shall ordinarily be available for any of the following 
purposes : — 

(i) to cover any losses arising from unforeseen circumstances; 

{5) to meet any liability when the Society has not got a sufficient 
cash balance, such payments being reimbursed to the Fund 
as soon as collections are made ; » 

(3) to serve as security for any loans which the Society has to 
contract. 

(General. — 56. Any of these by-laws may be altered or rescinded, 
or new by-laws may be made at a general meeting held in accordance 
with the rules made by Government in this behalf, and such amendment 
will come into force after it has been approved and registered by the 
Registrar. 

57. The Society shall keep a copy of the Co-operative Societies 
Act, II of 1912^ of rqles made by Governrpent under the Act, and 4 
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copy of these by-laws open to inspection free of charge at all reasonable 
times at its registered office. 

58. ^ All matters not specially provided for by these by-laws shall be 
decided according to the terms of the Co-operative Societies Act, 11 of 
1913, and the rules framed under section 43 of that Act and if there be: 
no provision in the Act or rules applicable to such matters then subject 
to the provision of the by-laws for the time being in force in such 
manner as the Registrar may determine. 

The above are the by-laws referred to in our application for registra- 
tion, Mated 

Signatures. 


II. Co-operative Stores Societies.— 

Use of Co-operative Stores . — In country bazars the rates 
charged by the shopkeepers are often found to be far in 
excess of any justified by market conditions. Instead of 
remaining content with a fair commission on their outlay, 
they frequently form rings in order to control the market, 
and fix the selling prices of their goods at a figure that 
secures them quite an exorbitant profit. The purchaser is 
helpless against them because there is usually no other 
bazar in the neighbourhood, and because he is often in debt to 
them and therefore not at liberty to deal with otfjer merchants 
even when opportunity offers. The shopkeepers abuse their 
power not only by exacting high prices, but by adulterating 
their goods or by giving false weight or by selling old. and 
rotten stock. These are the evils which co-operative stores 
are designed to meet. Their primary object is to sell to 
members goods in general use at the cheapest possible rate. 
Economy is effected by buying stock direct from wholesale 
dealers and by keeping down working expenses. Such stores 
should also of course refuse to countenance adulteration, insist 
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on fresh and sound stock, and make a point of giving pur- 
qhasers, good weight for their money. 

How to start Co-operative Stores . — Stores cannot be 
managed without constant attention and some business, 
experience. It is not recommended that they should be 
opfehecf in any town unless the promoters are fairly well 
educated and include amongst their number some persons 
who have had experience of retail trade in one of its branches. 
If such men can he found, the first step would be to arrange 
an Informal meeting and to consider how far the rates 
charged by the shopkeepers are excessive and what reduction 
could be expected from wholesale purchases, Having 
satisfied themselves on this point and having determined 
roughly on the class of articles in which dealings should be 
undertaken, the promoters’ next step should be to consider 
how much capital would be required for the business and 
how much could be raised among themselves and their 
friends by the issue of shares. After canvassing for capital 
and supporters, they should arrange a second informal meet- 
ing to which the Honorary Organizer of the district might 
be invited and should then go through the model by-laws. 
They should fill up the blanks in the by-laws and correct 
the model in any other places where it requires alteration. 

The Management of Co-operative Stores . — The success of 
the Stores will depend wholly on the Managing Committee 
and on the salesman appointed by them. The latter must 
be a man who cah-be trusted to work honestly without 
ibntmual supervision. He should know how to store goods 
so as to avoid deterioration, to keep accounts, and fo ple^so 
customers. The Ma'ntiging Committee should meet at least 
■once a week. It should check the stock book, see that the 
quality' of the wares’ is satisfactory and that the shop is kept 
clean and tidy, and most irhportant of all, should pass the 
weekly indent for fresh stores which should be prepared and 
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put up by the salesman. It is only if the supply of stores is 
always of good quality, and cheap, and is never allowed to 
become exhausted that regular customers will be attracted. 
Where possible, stores may be bought locally ; li ghee, or grain 
is stocked and if any members are ready to supply it at a 
rate which the Society is willing to pay, they should be given 
preference to other sellers. Some sorts of goods can be 
obtained most cheaply from other co-operative societies. 
The Committee must be ready to pay for all stores purchased 
by it in cash. Otherwise the wholesale dealers will charge 
heavy interest, which will soon eat up profits. It must 
always be remembered that the stock in the shop represents 
locked up capital which is earning no interest. Every sale 
releases money and also realizes a profit. When an article 
sold has been in stock for a long time, the profit realized may 
be swallowed up in the interest due on the money invested 
in it, and the transaction may end in a net loss. The 
Committee should, therefore, always aim at a quick turnover 
and a moderate profit. It should be careful to deal only in 
articles for which there is a brisk demand. Special arrange- 
ments should be made for the early sale of perishable 
articles. 

Accounts ; — Experience has shown that co-operative stores 
societies usually keep defective accounts. They do not check 
their stock sufficiently frequently, with the result that they 
often find themselves overstocked in some lines and short in 
others. The cash accounts and the stock accounts are often 
not maintained in forms that check each other, and this leaves a 
loop-hole for dishonesty. 

Every kind of article in the shop should have a separate 
column, and the register should, if necessary, run over several 
pages. The Managing Committee will frame its weekly in- 
dent for fresh stock entirely from this register and ought -fre- 
quently to check the balance shown in the Register .with the 
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stock actuaUy found on hand. The incomings should be 
posted to correspond with the advice notes iand bills of the 
supplying agents, and the outgoings should be extracted 
every evening from the Sales Register. 

The Sales Register may be kept in the following simple 
form - 

Daily Sales Register. 


Date. 

Article sold. 

Quantity. 

Cash 

price paid. 

Number of creditor’s 
ledger account. 

• 

2 

1 

3 

4 

1 . 

5 







Conditions of Success of Co-operative Stores* : — To ensure 
the success of co-operative stores three conditions must be 
fulfilled, viz. — 

(1) that all sales should be in cash, so that the store will 

be saved interest on capital and also the 
trouble of collections on account, of credit sales ; 

(2) that the articles stocked should be more or less of a 

standard pattern not subject to fluctuations in 
demand on account of changes in fashion ; 

(3) that members should devote a certain portion of 

their time to the business and not depend entirely 
on paid labour. 

In most parts of India co-operative distributive stores 
have not thrived well not only because of the non-fulfilment 
of^one or more of the above conditions, but also because of 
the narrowness of the margin between the wholesale and the 
retail price of articles of town consumption. But in the 

• [Vide Mr. A. C. Chatterji’s article on “Co-operative Distribution in 
Northern India” in the Indian /oumal of Bcenemiesy April, 1916]. 
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United Provinces there are some flourishing co-operative 
stores run on sound lines ; thus there are the Lalimli stores 
for the operatives of the Cawnpore Woollen Mills, the Mirzapur 
Stores for the middle-class inhabitants of that town, and the 
Hindu Boarding House Stores at the Allahabad Macdonnell 
Hostel. In the new province of Bihar and Orissa there 
is the Ranchi Secretariat Store which has recently been 
started to afford relief to the Secretariat clerks from 
high prices, dealers’ rings and uncertain supplies. The. 
advantages of membership consist, so far as fresh 
food is concerned, chiefly in getting good quality and fair 
quantity at Ranchi prices, which were always lower than 
those of Doranda. The stores may, therefore, claim to have 
defeated the ring of local shop-keepers, while it supplies 
Calcutta articles, such as biscuits, tea, etc., more cheaply than 
they can be obtained even in Ranchi. In addition to this there 
is a prospect of the shareholders earning a fair dividend on 
their capital. There were 6i members on May 31st and the 
paid-up capital was Rs. 890. The rest of the working capital 
consists of loans from Government and the Ranchi Union 
and deposits by members, making in all about Rs. 3,000 ; 
while the profit works out at Rs. 237. 

In Bombay the only Non-Agricultural Co-operative Store 
of any note is the Sahakari Vastra Bhandar at Poona which 
deals in cloth. The share capital Rs. 2198 is somewhat 
small in comparison with the turnover of about Rs. 30,000. 
The store deals with non-members as well as members ; 
but on less favourable terms. Cash payment, which is 
prescribed by the by-laws, is generally enforced in practice. 
A profit of Rs. 964 was earned during one year. 

In Bengal “ our experience in connection with the stores 
has|tot been very hopeful” (Bengal Report, 1914-15). 
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: BY-LAWS OF THE CO-OPEEATIVE STOEE, LIMITED.^ 


KamO) office and objects.—!. The society which is registered under 
the Co-operative Societies Act, II of 1912; shall be called ^ Co- 

operative Store, Limited. 

2. The registered office of the society shall for the present be 

at In the event of any change in the situation of the 

registered office, notice thereof shall be sent to the Registrar of Co-operative 
Societies, Bengal. 

3. The objects of the society are (i) to purchase the necessaries of life 
for retail to its members, (2) to carry on, in common, trade, both wholesale 
and retail, for the benefit of its members, (3) to encourage thrift, self-help 
and co-operation generally among the members. 

Capital. — 4. The nominal capital of the society shall be Rs. , 

which shall be divided into shares of the value of Rs. 

each to be subscribed by members only. The number of shares may at 
any time be increased by a resolution of the general meeting. 

Borrowing power of the Society.-~s. To carry on its work, the 
society may contract loans by way of deposits or otherwise, provided that 
the total amount of liabilities shall not exceed five times the value of the 
paid-up capital. 

Membership— Election— Cessation.— 6 . Membership of the society 


shall be open to 


persons residing in 


and the 


employees of 

members of the society shall consist of those who have subscribed to the 
application for the registration, or who may hereafter be elected according 
to these by-laws. 

7. Every member shall pay an entrance fee of and shall take 

at least one share in the society and shall sign his name in a register 
containing a list of names, descriptions and addresses of the members of 
the society in token of his acceptance of these by-laws. When a member 
has paid his entrance fee and the first instalment on his share he shall be 
deemed to have acquired all the rights, Obligations and responsibilities of a 
member of the society as laid down in the by-laws. 

8. Every person eligible under these by-laws who is desirous of be- 
coming a member shall send in an application to the Secretary in a form to 
be prescribed by the Committee of Management, supported by two mem- 
bers of the society. Such applications shell be dealt with by the 


[•Issued fronv tfie office 


of the Ra^istrar of Co-operative 


Societies^ Bengal], 
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Committee of Management. In the case of rejection, his supporters shall 
have a right of appeal to the genera! meeting. 

9* Membership shall cease by — 

{a) withdrawal, C (c) bankruptcy, 

(d) expulsion, \ (d) death, 

A member who permanently removes his residence from the area pres- 
cribed in by-law 4 shall ordinarily cease to bje a member unless the Com- 
mittee permit him to remain a member. 

Subject to these by-laws, a member may, by giving 3 months* notice 
in writing, ’"Withdraw from the society. 

10, Tne Committee may, after open investigation, fine, suspend or 
expel a member, (i) for any serious breach of the by-laws and the rules 
of the Society, (2) for being in default to the society after due notice has 
been given, and (3) for any conduct considered dishonourable by the 
Committee or which may weaken the financial credit of the society or 
bring it into disrepute. All cases of fines, suspension and expulsion shall 
be reported to the next general meeting for confirmation. During sus- 
pension a member shall not be allowed rebate on his purchases and 
dividend on his shares. 

Rales regarding Shares. — ii. No member shall be allowed to hold 
more than one-fifth of the subscribed share capital of the society, nor to 
hold more shares than represent a nominal value of Rs. 1,000. 

12. Shares shall be paid up by instalments of not less than Re. i per 

share per month. If an instalment of any share is overdue for more than 
three months, the shares shall be forfeited and all previous payments made 
thereon shall become the property of the society. Such shares may be 
renewed if the sum due is paid within one calendar month from the notice 
of forfeiture, including interest at per cent. 

13. Any sum due to a member on account of dividend and rebate on 
purchases shall not be paid to him, but shall be credited to his account 
until he holds one fully paid-up share. When he holds one fully paid<*up 
share, half the dividend and rebate due to him shall similarly be credited 
to his share account until the full value of three shares stands at his credit 
Thereafter he shall be entitled to draw full dividend and rebate money. 

14. In the case of the death of a member his shares may be transferred 
to the person nominated in accordance with the Co-operative Act, or if 
there is no nominee to such person as may appear to the Commit|ee to be 
the heir or legal representative of the deceased member, provided that 
such nominee or legal representative, as the case may be, is eligible for 
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mecAbership or on his apt)lication within one month of the death of the 
deceased member to any person specified in the application who is so 
elegtble, otherwise the amount actually paid by the deceased member on 
the shares, shall, after deduction of bis du^s to the society, be paid to the 
nominee, heir or legal representative, as the case may be, within three 
months from the date of the death of the member and the society shall 
thereupon be absolved of all liability in respect of such money, 

15. A member on giving three months’ notice in writing to the Com- 
mittee nvay . withdraw the whole or any portion of his share capital. He 
shall be entitled, on the expiry of his notice, to receive his shafe money 
after deduction, of any sums due from him to the society. This rule is 
subject to the following provisos— 

(a) not more than one-tenth of the subscribed share capital as it 
• stands on 31st December of any year shall be withdrawable 
during the subsequent year ; 

' (d) the Committee of Management may At any time by resolution 
suspend the right of ^withdrawal for the period mentioned 
therein ; but such resolution shall be subject to confirmation 
at the next general meeting ; 

(c) ito dividend shall be paid for shares withdrawn before formal 
declaration of dividends at the end of the half-yean 

16. If a member ceases to be a member on account of permanent 
removal of residence within the prescribed area, expulsion or bankruptcy, 
the net value of shares held by him after deduction of his dues to the 
society shall be paid to him within three months from the date of the 
cessation of membership. 

17. Should the Committee have more share capital on hand than they 
can profitably invest, they may reduce the number of shares held by mem- 
bers, the largest holdings being first reduced. 

Liability. — 18. (a) The liability of the members for the debts of the 
society shall be limited to the nominal value of the shares held by them* 

' ‘(^) The liability of a past member for the debts of the society as they- 
existed at the time when he ceased to be a member shall continue for a 
period of two years from the date of his ceasing to be a member, 

(rt The estate of a deceased member shall be liable for a period of One 
year from 'the time of his dedease for the debts of the society, as they 
existed at l^e time of his decease. 

Refpre8eiltlition.--*-t9. All documents creating a charge or obligation 
QU the society shall be Signed by the Chairman and Secretary t>r by three 
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members of the Committeeof Management, including either the Chairman 
or the Secretary, provided that in the case of receipts and cheques up 
to R|. , and receipts for deposits the Chairman or the Secretary 

or any office-bearer duly authorised by the Committee may sign. 

Oeueral Ueeting. — 20. The supreme authority of the society shall 
be vested in the general meeting of all members. General meeting shall 
be of two kinds — ordinary and extraordinary. Ordinary general meetings 
shall be held as soon as the accounts of the society are closed. Extra- 
ordinary general meetings may be called at any time by the Board of Di- 
rectors and Shall be called, if one-tenth of the members demand it. 

21. The general meeting shall be held at a time and place which 
shall be duly notified at least 14 days before the date fixed. Each share- 
holder shall have one vote irrespective of the number of shares held. Vot- 
ing by proxy shall not be allowed except in the case of purdanashin 
ladies. The Chairman shall have a casting vote. On all questions the 
opinion of the majority shall prevail. One-fifth of the total number of 
share-holders of the society shall constitute a quorum. If at the hour fixed 
for an ordinary or extraordinary meeting a quorum is not forthcoming, 
the Chairman shall, if the meeting has been called on the requisition of 
members, dissolve it ; if otherwise convened, he shall postpone the meet- 
ing to a date at least seven days and not more than two weeks later, and 
the business to be transacted at the postponed meeting shall be the same 
and no other than that proposed for the original date of meeting. At 
such postponed meetings, if a quorum is still not forthcoming, resolutions 
may be carried by a- majority of three-fourths of the members present. 

22. The functions of an ordinary general meeting shall be — 

(a) to receive from the Committee or any officer of the society the 
half-yearly report on the business of the society ; ' 

{by to pass the half-yearly balance sheets ; 

{c) to review the work of its officers and hear and decide all com- 
plaints against them ; . 

(rtf) to determine the rale of dividend on ^hare capital and the 
/ rate of rebate oq purchase. The general meeting may 

reduce, but shall not enhance the rates proposed by the 
Committee ; . 

{e} ta decide the amount of liability in the matter of deposits and 
loans which the Committee may incur during the coming 

half-year and to fix the rates of interests thereon ; 

(/) to decide as to all th^ changes in the by-laws and rules ^ 
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(^) to elect the Committee and its Chairman and other officers of 
the society ^ excepting those whose appointment is given by 
rules to the Committee ; 

{Jii to transact any other general business of the society. 

Board of Directors — 23. Subject to the control of the general 
meeting^ the entire management of the affairs shall vest in the Committee 
of Management, which shall consist of not less than five members inclu- 
ding the Chairman. The Chairman who, except in the case of the first 
holder of the office, must have served the Committee for 12 months 
previously, shall be elected at the general meeting. 

21. The Committee of Management shall have power to 611 all 
vacancies occurring in the Committee between general meetings and to 
elect one of their body as Secretary and to appoint such salaried and 
I non-salaried officers as may be thought necessary and from time to time 
to dedne the respective duties of such office-bearers and to 6x the wages 
of paid officers. 

25. The duties of the Committee of Management shall be as follow— 

(a) to meet as often as may be required ; 

(d) to inspect and direct the business of the society and in all 
things to act for the society • 

{c) to determine what goods shall be ordered and the prices to be 
be paid and charged for the same, to examine the invoices 
of goods, pay accounts and review all other transactions 
concerning the interests of the society ; 

{d) to see that the salesmen and other servants of the society 
perform their duties properly, and that the shop, stocks and 
properties are well kept and in good order ; 

(^) to take stock at least once in every half-year ; 

(/) to lay a statement of accounts before every half-yearly general 
meeting ; 

(g) to send to the Registrar an annual return in the form prescribed 
by that officer ; 

(A) to keep a copy of the last return and balance sheet of the society, 
together with the auditor’s report hung up in a conspicuous 
place at the registered office of the society. 

26^ The general meeting may assign to the office-bearers such 
remuneration as it thinks proper. > 

27, A member of Committee shall vacate his office if he holds any 
pther office or place of pro6t under the society or if he becoepes bapH- 
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nipt or insolvent or concerned in the profit of any contract with the 
society. 

28. The Chairman shall preside at all meetings of the society. In 
his absence the members present shall elect another member to preside. 
The Chairman or the President acting in his absence shall sign the 
minutes of the proceedings. He shall have a casting vote besides his 
own vote as a member, 

29. The Committee shall from time to time make special arrange* 
ments regarding the verification of goods received with invoices. 

Conduct of Business. —30. All goods shall be sold at reasonable 
market prices. 

31. Dealings shall be for cash. All goods sold shall be paid on 
delivery, or if the Committee so directs, on order. 

In exceptional circumstances a member may be allowed credit in 
goods up to two-thirds of the paid-up value of shares. But such dues 
must be paid at least a fortnight before the accounts of the society are 
closed, or within two months from the date the goods are delivered, 
whichever is earlier. 

32. The general meeting may from time to time open branches at 
suitable centres and may fix the area within which each branch shall 
ordinarily operate and the general meeting shall appoint local directors 
to carry on the business of such branches on behalf of the society. 
Every local Board of Directors shall, subject to the control of the 
Board of Directors, exercise the same powers with regard to the work of 
the branch it represents as the Board of Directors. All documents 
executed by the local Directors with regard to the work of the branch 
society in the manner laid down in the by-laws shall be binding on the 
society. 

33. Complaints regarding the quality, quantity or price of any goods 
or the conduct of any officers or servants of the society shall be made 
to the Committee who shall inquire Jnto and decide upon them, subject 
to an appeal from such decision to an ordinary general meeting. 

34. . The Board of Directors may frame rules subject to the direction 
of the general meeting regarding the terms and conditions on which 
deposits shall be accepted and withdrawn and regarding the rates of 
interest for various kinds of deposits and the Board may make additions 
to or alterations in, these rules from time to time. 

Profits.— 35. The accounts of the society shall be closed half-yearly, 
When the accounts of th? society are closed, 25 per cent, of the net profits 
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after allowing for depreciation at the rate of lo per cent on fixtures and 
2 pet cent on 'shops and other buildings, shall be placed to Reserve 
Fund. The balance may be applied as follows. — 

(a) Dividend may be paid at a rate which shall not exceed 9| 
per cent, on the amount actually paid on shares, 

(^) A rebate to the members of the society in proportion to the 
arhount of the purchases during the period to which the 
profits relate may be allowed, but no member shall be 
allowed rebate who has purchased less than Rs. 25 worth of 
goods, 

(r) A non member who has purchased more than Rs. 25 worth of 
goods may be allowed rebate at half the rate granted to 
members. 

(r/) A bonus to employees may be paid and, subject to the provisions 
of section 34 of the Act, the society may make contributions 
to any charitable purposes. 

36. Dividends not withdrawn within one calendar month after they 
become receivable shall be credited to the member's account as payments 
towards fresh shares, or, if he already holds the maximum allowable by 
the rules, as deposits. 

Reserve Fund. 37. The reserve fund shall consist of — 

(rt) .twenty-five pet cent, of the profits annually placed to the fund 
in acccordance with rule ; 

(d) any sums allotted to it out of the profits or otherwise ; 

(c) entrance fees after deduction of the preliminary expenses 

incurred in constituting the society ; 

(d) the value of all shares forfeited to the society and lapsed 

dividends. 

38. The reserve fund shall belong to the society and be indivisible 
amongst the members. It shall ordinarily be invested in Government 
securities. Post Office Savings Bank or in any co-operative-^ institution 
approved by the Registrar, or in any othejr manner laid down in section 
32 of the Co-operative Societies Act. 

39. The reserve fund shall be available for any of the following 
purposes — 

(i) to cover any losses arising from any unforeseen circumstances, 
such drawings upon it being reimbursed tu the fund from the 
nc^t accruing profits ; 
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( 5 ) to m^et any call on th<^ society which cannot be met otherwise^ 
silch payments being reimbursed to the fund when fresh 
collections are made ; 

(2) to serve as security for any loans which the society has to 
contract. 

In the case of dissolution of the society the reserve fund shall be 
applied to such purposes as may be determined with the approval of the 
Registrar by the majority of the members. 

Miscellaneous. — 40. Every share-holder shall be supplied with a 
copy of the by-laws. 

Dissolution. — 41. The society shall be wound up with the approval 
of the Registrar if three-fourths of the members present at general 
meeting specially summoned to consider the question vote for it. 

Disputes. — 42. Any disputes which cannot be decided by the 
general meeting or by arbitration shall be referred to the Registrar whose 
decision shall be final. 

43. Any of these by-laws may be altered or rescinded or new by- 
laws may be made at a general meeting held in accordance with the 
rules made by Government in this behalf and such* amendment will come 
into force after it has been approved and registered by the Registrar. 

44. The society shall keep a copy of the Co*operative Societies Act, 
II of 1912, of the rules made by Government under the Act and a copy 
of these by-laws open to inspection free of charge at all reasonable times 
at its registered office. 

45. All matters not specially provided for shall be decided according 
to the terms of the Co-operative Societies Act, II of 1912, and the rules 
framed under section 43 of that Act. 

The above are the by-laws referred to in our application for registra- 
tion dated 

Signature of applicants. 


III. Co-operative Housing Societies.— 

, The fact cannot be disputed that in the cities of Calcutta 
and Bombay and most other large towns, house-rents show 
a tendency continually to rise, and that this >ise, coupled 
with the recent sharp rise in the price of all the necessaries 
iof life, is pressing very ‘hard on the middle and lower classes. 
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Co-operative hoosing schemes — which are still unfamiliar to 
usi but which have conferred untold benefits on the English 
middle classes — can afford considerable relief to the hard- 
pressed middle classes. ’ 

.There are four kinds of societies which might possibly 
be started on co-operative lines for hpusing purposes. — 

Firstly^ those of the type of Land Societies of England 
formed by persons individually capable of paying the cost 
of the whole building, but joining together collectively to 
purchase or take on lease a sufficiently large plot of ground 
to be parcelled out among them for erecting their houses 
upon. 

Secondly, those of the type of Mutual Benefit Building 
Societies formed by persons, each wishing to own an inde- 
pendent house but not able to pay the cost thereof at once 
and therefore taking a loan from the society on the security 
of the house and repaying it by instalments with interest. 

Thirdly, those of the type of Tenant Copartnership 
Societies formed by persons not in a position to own the 
houses independently and therefore joining together to own 
them in common, each tenant advancing a part of the cost 
of the house he resides in, the remainder being raised by the 
society as loans or debentures. 

Fourthly, societies of persons who are not able to contri- 
bute anything to the cost of the building but joining together 
to hire collectively houses for their residence on easy terms. 

These four types are intended for different grades of 
people, the last type being for the poorest, and so on 
upwards. . Of these four types of societies, the first and 
second exist in Europe and America and the third has not 
spread far beyond England : the society described in detail 
in the following pages belongs to this third type. The fourth 
type .has not yet been tried anywhere on co-operative lines ; 
poor but intelligent tenants can be brought together to form 
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society of this type without much extraneous akt^ and 
attipb material of this kind will be* found, in' Caleuttl* amd 
Bontbay for successful experiment in< this line. 

The fhir4 type of societies vh., Tenants' Gopartnetshl^ 
Housing Societies has proved a great success in various 
parts of England such as Ealing, Hampstead and o^er 
plaSesv in Calcutta and other thickly populated cities such 
societies can be started irv any rranrher and they,- in turn, 
can join together to form' a federatkm whereby they catt 
putehaise building materials at wholesale rates,' minirnise 
wcnrking expenses and provide common recreation groundi 
and other amenities of life. Tenant Co-paartncrsblp is btteW' 
ded to ineet the needs of those persons who are not in a 
position to purchase or own an independent housef.- T1*C 
members join together to own' a house or houses In covnnidn^ 
each tenant advancing in the form of share money a paM of 
the cost of the house in which he resides, the balhnee neScesiv 
sary being raised by the society in the form of loans W 
debentures. The houses built by the society are owned 
jointly by all the members, not individually by any of theid,. 
and are therefore kept up well. The landlord’s profit is 
abolished and rent is fixed on the lowest possible scale, 
and not liable to be raised by competition. Althoughf a 
member is part ov/ner of the house in which he Kves$~ Iw 
is not tied down to remain in it, and may on- his dspaiture 
realise the amount invested by him m the bttildinif fttsur 
the incoming tenant or from the Society. His shaveB may 
be transferred by safe to odier ntembers as provided ftm.' 
rules, amd his loan stock may be sold to ouisidlers.- 

The inception of a housing society mqulres mueb’ ' 
thoi^ht and' deliberation^ if one or two members ef at 
community conceive the ide» Of forming a- housing seete^,. 
their first step must be to find assooeftea^ hr tberf plahi^ and 
td g«£ them? to support it iir earnest it ia ol the fii#' 

34 ‘ 
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iitt{M>rtance that the members of a society should be 
bound to each other by common interests and pursuits, 
and therefore they should, as a rule, belong to a single 
community, caste, class or profession, and should be of 
about the same social standing. Those classes which are 
suffering most from high rents or congested quarters, or 
amohgst which the spread of modern education has roused 
a keen desire for better conditions of life, are most likely to 
throw themselves zealously into such a scheme. 

In selecting a site for the society’s building which will, 
as a rule, be in the suburbs where more open spaces are 
available, the committee should attend, firstly, to the scale 
of ground rents prevailing in the neighbourhood, and 
setOndly, to its facilities of access. The locality should be 
well served by trains or trams and cheap fares should be 
available so that the extra cost of transit to their place of 
work should not more than counterbalance the saving effected 
by members fn their rent. Thirdly, the proximity of a 
Suitable market should be noted. Fourthly, educational 
facilities should be available for the children of residents. 
Fifthly, the site should be as healthy and open as possible, while 
the distance of dispensaries, parks, libraries, public gardens etc. 
deserves attention. Sixthly, if a considerable area is taken 
up by the sotiety, the possibility of getting the Municipality 
to open up the site with new roads and a good lighting 
systhm should be considered. 

V . Bombay, which has taken the lead in promoting important 
developments in co-operation, started in March, 1914, the 
Co-operative Housing Association with the following 
objects to collect information about co-operative 

housing, and to promote its application in practice ; (d) to 
engdge in propaganda work by distributing leaflets, by publish- 
ihg cheaji literature on the subject and by lectures, conferences,’ 
'etc; (f) tb' move Government- and other public bodies to 
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agree to give to the housing societies that may be established 
in Bombay on approved principles such facilities as are given 
in other parts of the world and such additional facilities 
as may be considered necessary, having regard to local 
conditions peculiar to the city ; (</) to draw up schemes for 
establishing co-operative housing societies in Bombay and 
to start, or assist others in starting, such societies under the 
auspices of the Association ; {$) to give advice and render 
help to any other societies that may be formed independently 
of the Association. 

The Association has been able to do very useful work 
during the short period of its existence. Already the Local 
Government have recognised the Association as an institution 
of public utility, and it has been affiliated to the Garden 
Cities and Town-Planning Association, a central institution 
started in England in 1899 having for its aims “ the perma- 
nent solution of the increasingly difficult housing problem.” 

The Association has been instrumental in helping into 
existence the Saraswat Co-operative Housing Society which, 
with an original capital of Rs. ^ 2 , 000 , has already provided 
accommodation for 18 families, each in a separate four-room 
tenement, for ah average rental of Rs. 32'3 per month. It is 
now providing accommodation for 24 more families each in 
a separate three-room tenement, with an additional capital 
outlay of Rs. 72,000. 

Rao Bahadur Talmaki — who is the soul of the Co-ope- 
rative Housing Movement in Bombay — thus summarises the 
advantages of investment in Tenant Co-partnership Societies — 

1. That demand for housing accommodation in large cities 
has been growing is a sufficient indication that the invest- 
ments in the Society will continuously appreciate in value. 

2. That the houses are being built By members for their 

own residence is an assurance that none but sound niaterial? 
will be used fn th^jr construction, • , 
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tke tiouses <wlU be owned hy the Society is a 
^BWHintee thwt the title to theon arail be above all doubt. 

4. That the houses of the Society are being built in 
Iwidthy lodrikies is a safeguard against depreciation - of 
peoperty from insanitary surroundings. 

5. That tenants are substantial investors in the Society 
enauies that they will take the best care of the houses and 
that these will be no default in rents. 

6. The pspviaion for Repair Fund is an additional 
guarantee that the houses will be kept always up-to-date. 

f. The provision for Sinking Fund for replacing the 
houues in due course is a sufficient assurance that the invest- 
Hientt In the Society will remain safe for any length of time. 

& The absence of all speculation in the Society’s business 
is a furtiier guarantee of the soundness of the investment. 

9. The regular publication of the Society’s accounts 
and their audit a Government Auditor will be a source of 
oonlidenoe to the investor. 

10. And, above all, that his money is being used for the 
betterment of his fellows and that he is helping in the solution 
of a great problem will be a source of genuine satisfaction 
to every investor. 

Sometime ago the Government of Bombay submitted 
lo the Government of India the following proposal about 

the feasibility of granting state loans to building societies ; 

That when funds are available, loans should be advanced 
by Government on the recommendation of the 
R^strar of Co-operative Societies, to building societies 
registered under the Co-operative Societies Act, 1912, 
for the purposes of ereOting houses, subject to the 
same condition as in the case of Municipalities regard- 
ing the adoption of a prescribed standard of sanitation 
hi construction^ and subject in the case of societies 
with a liability to certain further ^on^ttiops,” 
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The Government of India have, tiowewer, vetoed the 
above proposal. ^‘They find themselves unable to agree 
to building societies of the kind referred to being assisted 
in the manner proposed. They are of opinion that such 
societies should preferably receive loans from Central Banks 
or other similar institutions which have been established 
for the purpose of financing Co-operative Societies.*- 


BY LAWS OP THE CO-PARTNERSHIP BUILDIlfG 
SOCIETY, LIMITED * 

1. -PreliminaTy.— I. Name and address of the Society shall be 

the -Co-partnership Building Society, Limited. 

2. The objects of the Society shall be to carry on the trade of build- 
ing, and of buying, selling, hiring, letting and developing land for 
building and to establish and carry on social, recreative and educa- 
tional work in connection with its tenants. 

H.— Panda.-— 3. (i) Funds may be raised ia any or all of the follow- 
ing ways, v/js ’. : — 

(a) by entrance fees, 

(fi) by shares or debentures, 

(c) by raising loans, and issuing loan-stock, . 

(d by deposits, 

(e) by donation, 

(ii) provided that the total amount junder 4^) and (c) at any one time 
shall not exceed / /aM of rupees without the special sanction of a 
General. Meeting of the Society, and that the total amount obtained 
under (r) and {d) shall not exceed times the paid up ahare capital 
plus the reserve at any one time. 

Depositi— 4- Subject to restrictions to be laid down by a General 
Meeting, the Committee may receive deposits under by-law 3 (0 (^) 
at interest which may not exceed per cent. p>er amnun without the 
sanction of such meeting. 

5. Funds «i)ay be invested with any outaide Society or Bank approved 
by the Registrar. v 


[Issued fropi the OflRce of the Re^strar of Co-<ipemtive Societies, 1 Bombay. J 
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ni4*-Kemb6r8liip.--*6. All persons who have signed the application 
for registration are original members. Other members shall be elected 
by the vote of the Committee of the Society provided that all members 
shall belong to the caste, race or profession or shall be the residents 
in . Two adverse votes are sufficient to exclude an applicant. 

7. Every person shall pay R6. i on applying for admission, for which 
he shall receive a copy of the rules. In cases where the application 
is refused, the entrance fee shall be returned. 

•8. Every application for admission must be made in writing and 
signed by the applicant and shall be considered by the Committee 
at its first meeting aftfer the application is received, or so soon thereafter 
as is practicable. 

9. Every member must hold at least one share in the society. 

10. A person all of whose shares have been transferred under the 
by-laws shall cease to be a member. 

11. (/) A member may be expelled from the society by the vote of 
not l^sS than two-thirds of the members present at a General Meeting 
of the society for any of the following reasons :-~(a) if he is a persistent 
defaulter, (d) if he wilfully deceives the society by false statements, 
(c) if he is bankrupt or legally disabled, (d) if he is criminally convicted, 
(e) if he intentionally does any act likely to injure the credit of the 
society, (/) if he gravely misuses the dwelling rented by him from the 
society, or habitually acts in it in a disgraceful manner or a manner 
which causes serious offence to his neighbours. 

(it) The Committee shall give a»member 15 days’ written notice of 
the proposal to expel him. ^ 

(«V) To a member so expelled shall be refunded the amount re- 
ceived by the society in respect of the shares held by him at 
the date of the resolution for his expulsion. 

(iv) Re-admission of Expelled Members . — No expelled member 
shall be re-admitted except by a vote of two-thirds of the 
members present at an ordinary General Meeting, on a mo- 
tion of which notice has been given. 

12. The liability of a member is limited to the nominal value of the 
shares held by him. 

13. Transmission of interest.— (\) How Nomination is to be made,--h 
member may, by a writing under his hand deposited with the society 
during his life-time, or by a statement made , in any book kept thereat, 
pomipate any person or persons oth^r thap an officer or servant of ^h^ 
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society (unless such officer or servant is the husband, wife, father, mother, 
child, brother, sister, nephew or niece of the nominator) to or among 
whom his share or interest in the society, or so much thereof as is speci- 
fied in such nomination, shall be transferred at his decease. 

(«) it is to be revoked or varied. — A nomination so made may 
be revoked or varied by any similar document under the hand 
of the nominator, deposited or made as aforesaid, 

(tit) Fees on Nomination or Revocation.’—^ nomination made at 
the time of applying for membership shall be recorded free 
of charge. But for the recording of every nomination subse- 
quently made or of a revocation or variation a fee of annas 
four shall be paid. 

14. Proceedings on Death of a Member . — 

(2) If Nomination is made. — On receiving satisfactory proof of the 
death of a nominator, the Committee shall either, subject to by-laws 18 
and 19, transfer the property comprised in the nomination in the manner 
directed by it, or pay to every person entitled thereunder the full value of 
the property given to him, after deducting all sums due to the society 
from the deceased member. 

(it) If no Nomination is made. — If any member entitled to any share or 
interest in the society dies intestate, without having made any nomination 
the Committee may, without Letters of Administration, distribute the same 
among such persons as appear to them, on such evidence as they may 
deem satisfactory, to be entitled by law to receive the same and may, if 
they think necessary, take an indemnity bond. 

15. Disputes. — How to be determined. — All disputes arising between a 
member, or any person who has ceased to be a member, or any person 
claiming through a member, or through a person who has ceased to be a 
member, and the society or any officer thereof, shall be dealt with as may 
be provided by the rules under the Act. 

IV.-— Shares— 16. The share capital of the Society shall be raised by 
shares of the nominal value of Rs. 50 each, and shall be held entirely by 
members of the society. 

17. (i) The full amount of all shares shall be payable on allotment, or 
by such instalments as may be fixed by the Committee. 

(ii) Failure to fay Calls: — If a member fails to pay the amount of any 
call on a share within 30 (iays of notice thereof, the Committee may forfeit 
the share. A forfeited share becomes the property of the society. 

18* Limit to members^ shareholding. — No member shall have or claim 
any interest exceeding Rs. 1,000 in the shares of the society. 
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(it Any ^re hdd by a oie«b«r of the society may, subject to 
by-law r% be sold to aoty other member, provided that no such sale may 
take place Without the previous sanction of the Committee, who shaM have 
fttii discretion ift gvaadng or withholdmg such sanction. 

(Uy iff Trantfert.-~\jTi^A the transfer of a share is 

Pegtsteted, no right shall be ac<)nired' against the society by the 
transferee, nor shall any claim of the society upon the transferor be 

^ to\ Whien a shareholder ceases to he a tenant, the Coimmittee shall 
Have the rfght at any time fa pay off at par such number of shares as he 
may Hold in excess of one share, provided that he may be given the option 
of selling the shares under bydaw 19. 

21. If a member who has received notice that the Committee are 
prepared to pay off his shares under by-law 20 on a certain date leaves the 
sum to be thus repaid in the hands of the society, he shall not be entitled 
to any interest thereon after the expiration of the time named in the notice 
of repay ment. 

22. The Committee shall keep a share register in which there shall be 
entered the name, occupation and address of the member to whom each 
share was originally allotted, and of each successive holder of the share 
with the dates of sanction of transfer under by-law 19, and when the share 
is cancelled, the date of such cancelling, 

23. Upon each transfer of any share there shall be paid to the society 
such fee not exceeding Re. i as the Committee may fix. 

24. The society shall have a first Hen on shares for any debt due to it 
by the holder and may set off any sum credited thereon in or towards the 
payment of such debt. 

15. The amount expended in the repayment of any shares shall not 
exceed the sum placed at the disposal of the Committee for that purpose 
from time fo tSme by General Meetings of thie Society,* and ^aUbe regt^ar- 
!y stated in the accounts of the society. 

Loan money shall not be used for repayment of shares. 

V.— IiOan Stock.— 26. Loan stock under by-law 3 ( c ) may be issued 
by the Committee to members and other persons subject to the following 
conditions, 

(a) Hie stock shall be payable by instalments or otherwise as may 
te fixed fmm time to tifii%paior l^^^ by the 

Committee^ 
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{d) It shall carry interest (payable quarterly) at such rate not exceed- 
ing 6 percent, per annum as may be fixed from time to time, 
prior to the issue thereof, by the Committee. 

(c) It shall not confer aright to demand payment of the principal 
from the Society unless the interest aforesaid is in arrear for 
two consecutive years, or in the event of the liquidation of 
the Society. 

(ci) It shall be secured by certificates of indebtedness, under the 
hands of two members of the Committee and the Secretary 
stating the amount of loan stock standing to the credit of the 
respective holders. 

(e) The Committee shall keep a register of the holders of loan stock 
for the ‘time being. 

(/) Any bond of the Society may be made a specific charge upon 
any lands of the Society specified therein or in any schedule 
annexed thereto. 

(^) Any such bond may be issued, or note given, or agreement or 
mortgage made as a continuing security to cover any sum, 
not exceeding the limits aforesaid, due or to become due 
upon the account of the Society to any person with whom it 
may transact banking business. 

VI.— General Meetings. 27. The first meeting of members shall 
have the same powers as are herein given to the Annual General Meeting. 

28. The Annual General Meeting shall be called in the month of 
April. Its duties are : — ^ 

(1) to frame By-laws for the Society or to add to them or to alter 

them, 

(2) to elect a Committee, and to appoint a Secretary and any other 

officer required for the ensuing year and to fix their remu- 
neration, 

(3) to receive from the Committee a report on the preceding year’s 

working of the Society together with statements showing the 
receipts and expenditure, assets and liabilities, and profit and 
loss for the year, 

(4) to consider the audit memorandum and any other communica- 

tion from the Registrar, 

(5) to perform such duties laid upon the Society in these rules as 

may from time to time arise, 

(6) to consider any other business laid before it by the Committee 

or brought up after due notice by any member. 

35 
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29. Questions shall ordinarily be decided by simple majority of 
those present, the voting being by a show of hands. But on the demand, 
made either before or immediately after a show of hands, of a member or 
members holding altogether at least one-tenth of the share capital for the 
time being, each member shall be entitled to one vote for each share held 
by him, and the voting shall then not be by a simple majority of those 
present. The President shall have a casting vote in addition to his 
ordinary vote. 

30. No by-law may be made, altered or abrogated unless — 

(1) a proposal to do so has been communicated to all members 

ten days beforehand : 

(2) the resolution is passed by not less than two-thirds of the 

members present at the General Meeting and by votes re- 
presenting not less than two-thirds of the shares held by 
njembers present, 

(3) the making, alteration or abrogation is approved and registered 

by the Registrar. 

31. The proceedings of General Meetings shall be recorded in a 
Minute Book. 

32. A Special General Meeting of members may be called at any 
time by a majority of the Committee or on receipt of a requisition from 
one-fifth of the members or from the Registrar. 

33. In the case of the Annual General Meeting ten day’s notice, 
and in the case of a Special General Meeting five days* notice, shall be 
given by the publication of a written notice outside the office of the 
Society and in any other conspicuous place that may be convenient. 
The notice shall specify the day, hour, and place fixed for holding the 
meeting and shall state the nature of the business to be transacted at 
the meeting. 

34. With the permission of two-thirds of those present at a General 
Meeting any member may bring forward a proposal regarding any matter 
not specified in the notice of the meeting provided that he may not so 
propose the expulsion of another member or alteration in the by-laws. 

35. Three-fifths of the total number of members, or twenty members, 
whichever be less, shall form a quorum at any General Meeting. 

36. If on the day of the meeting there is no quorum or if all business 
is not completed the consideration of the remainder of the business may 
be abandoned or adjourned to another day. If on the day to which the 
meeting is adjourned no quorum is obtained, the business shajl be dis- 
posed of without a quorum, 
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37. At all General Meetings the President shall be elected by the 
members present. 

VIL — The Committee. 38. A Committee consisting of five members 
shall be appointed to manage the affairs of the Society. This Committee 
may exercise all the powers of the Society, subject to the provisions of 
these by-laws and to directions for its guidance conveyed in resolutions 
passed at General Meetings of the Society. The Committee shall meet 
as often as it considers necessary for the transaction of business but not 
less than once a month. Three members shall form a quorum. 

39. Subject to the control of the Society, the business of the Com- 
mittee shall be as follows ; — 

(r) to dispose of applications for membership, 

(2) to check the accounts of the Secretary, 

(3) to examine the registers and account books and to take steps 

for the recovery of sums due to the Society, 

(4) to sanction working expenses, count the cash balance, and deal 

with other miscellaneous business, 

(5) to see that the cash book is written up promptly and is signe 

daily by one of the members of the Committee, 

(6) to decide on what terms loans and deposits may from lime to 

time be accepted from the public, 

(7) to appoint a Treasurer and Secretary and clerks, to fine, suspend, 

or dismiss them, and to fix their pay, 

(8) to hear and deal with complaints, 

(9) from time to time, to engage, remove or discharge all managers, 
builders or employees of any description required to conduct any such 
business, and fix the duties, salaries or other remuneration of such per- 
sons, at such rates and require them to give such security as the Com- 
mittee approve and determine, 

(10) to deposit the funds of the Society in any bank or banks 
approved by the Registrar and to authorise, by a written resolution, merti- 
bers of their body not exceeding two to operate the accounts, either joint- 
ly or severally, as may be laid down in the resolution, 

(11) to mortgage the property of the Society as security for loans, 

(12) to institute, prosecute, compromise or refer to arbitration any suit, 
debt, liability or claim against, by, to or on the Society, provided the 
sanction of the general body is taken with regard to any claim above 
Rs. 1,000, 

(13) and in any case for which the by-laws of the Society do not ex* 
pressly provide, to exercise any power which could be exercised by the 
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Society in General Meeting, other than such as by the law for the time 
being may be required to be exercised by such meetings, and so that in 
the exercise of any such power they do nothing inconsistent with the 
standing orders of such meetings. 

40. And all arts or orders done or given by the Committee or by any 
persons acting as a member of the Committee in the name and on behalf 
of the Society under any power hereby given them or him, shall bind the 
Society and every member thereof, as fully as if they had been acts or 
orders of a majority of the members of the Society at a General Meeting 
thereof acting in exercise of the power given them by the by-laws, not^ 
withstanding that it is afterwards discovered that there was some defect 
in the appointment of such Committee or person. 

41. The Committee, which shall be elected by the Annual General 
Meeting, shall hold office for one year. Vacancies occurring in the course 
of the year shall be filled by, co-option. No member shall sit on the 
Committee who holds less than five shares. 

42. Any member of the Committee may be removed during his term 
of office by a Special General Meeting called for the purpose. 

43. The Committee shall decide questions by a simple majority of 
those present. 

44. The Committee shall elect its own Chairman for the year. When 
present he shall preside at all Committee Meetings. When he is absent 
the members present shall elect a Chairman from among themselves. 
The Chairman is entitled to give a casting vote in addition to his 
ordinary votes. 

45. The Committee shall keep a Minute Book which shall show the 
names of the members present at each Cammittee Meeting and the num- 
ber of members voting for and against each resolution. The minutes shall 
be signed by the Chairman and the Secretary. 

46. The Committee may suspend any officers appointed under 
by-law 28 (2), recommend their dismissal to the General Meeting, and 
appoint acting substitutes pending the final decision. 

VIII.— Secretary. 47.— The Committee shall appoint a Secretary 
with the following duties : — 

(i) He shall summon and attend all meetings of the Society and of 
the Committee, and of any sub-committee if so required by 
the Committee and shall record the proceedings thereof in 
the Minute Books under the signature of himself and the 
Chairman of the Meeting and in such manner as the Com- 
mittee directs^ 
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(2) He shall make such statements relating to the business of the 

Society as the Committee require, and shall prepare and send 
all returns required to be made to the Registrar. 

(3) He shall have charge of the documents and other papers of the 

‘ Society, and shall keep the accounts in such manner as the 

Committee directs. 

(4) He shall keep the registers of members, shares, debentures 

and loan stock and all the books relating to loans or deposits 
required to be kept under the rules of the Society, and shall 
receive all contributions, fines and other payments due from 
the members to the Society and make disbursements under 
orders of the Committee and keep the accounts thereof. 

(5) He shall carry on the correspondence of the Society. 

(6) He shall in all things act in the discharge of his duties under 

the direction and control of the Committee. 

48. In the absence of the Secretary, the Committee may authorise 
any other person to perform his duties. 

49. All documents or receipts signed on behalf of the Society shall 
be signed by the Secretary and one member of the Managing Committee. 

50. The Secretary may be removed from office by a Special 
General Meeting called for the purpose. 

51. Security from Officers , — Every person holding any office touching 
leceipt or charge of any moneys of the Society shall, before entering on 
the execution of his office, furnish such security as the Committee 
require and approve for rendering a full and true account of all moneys 
received or paid by him on account of the Society. 

IX.— Tenants. — 52. No member shall be a tenant of the Society 
unless he holds at least five shares. 

53. The Society’s dwellings shall be offered to members in the order 
in which they became members of the Society, provided that no member 
may occupy more than one dwelling. 

54. No dwelling offered on lease shall be taken by persons who are 
not members of the Society unless no member is willing to take it. 

55. All rents shall be due on the first of the following month. 

56. The dwellings owned by the Society shall, at such times as the 
Committee may determine, be valued. The value of each dwelling shall 
be placed against the name of the tenant who occupies it in a book to be 
kept for the purpose. The tenant shall be charged a fair and usual rent 
for his occupancy of the dwelling. 
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57. The Commiitee shall have the right to determine the terms of 
tenancy and to prohibit any tenant from sub-letting. 

58. All external repairs shall be a charge on the revenue of the 
Society, but internal repairs must be done by and at the expense of the 
tenants to the satisfaction of the Committee, except in such cases as it 
may determine otherwise. When such repairs, &c., have in the opinion of 
the Committee, become essential, they may order them to be done, and 
if not paid for by the tenant, may charge the cost of same against his 
repairs fund or his share capital, loan stock or deposit account. In case 
of a tenant leaving, the same rule shall apply. 

X. -Profits. ~~ 59. After providing for the interest upon any loan and 
deposits and for placing to the credit of a sinking fund a sum represent- 
ing I- 7 o pe** annum on the total cost of the Society’s buildings, 25 per 
cent, of the net profits of all business carried on by or on account of the 
Society shall be placed to the credit of a reserve fund. 

60. The remaining 75 per cent, shall, after leaving a sufficient 
margin for working expenses, be employed as follows in order, vh, : — 

(1) a dividend may be paid upon share capital, on such days as the 

Committee may direct at a rate not exceeding 5 per cent, 
per annum, 

(2) money may be paid into a common fund for social, recreative, 

and educational purposes, 

(3) an amount not exceeding the amount paid during the year into 

the common fund may be allotted to the tenants who are 
members of the Society in proportion to the amount of rent 
paid by them respectively during the year. 

61. Dividend on Shares transferred — Dividends on shares shall be 
paid to the registered holder of such shares according to the books of the 
Society on the last day of the year. 

62. No interest or dividend shall be paid to any member who has 
defaulted for more than a month in payments to the Society. 

63. Indivisibility of the Reserve,— Reserve Fund of the Society 
shall be indivisible, so that in the event of dissolution of the Society no 
member shall have any claim over it, but the fund, after meeting any 
charges that may then be certified by the Registrar to exist against it, 
shall be devoted to such object of general utility as may be determined 
by a General Meeting convened for that purpose and as may be approved 
by the Registrar. 

XI. — Accounts.— 64. Every balance sheet of the Society shall be 
accompanied by a complete list of members showing the share capital 
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held by each. There shall also accompany the balance sheet a similar 
list of loan stock holders. The balance sheet shall state up to what date 
dividend and interest are included. 

65. A banking account shall be opened by the Society into which all 
moneys received on behalf of the Society shall be paid, provided that the 
Secretary may retain in his personal custody a sum not exceeding Rs. 50 
for petty expenses. All payments above Rs. 20 shall be made by cheque 
signed by the Secretary and two members of the Coinmittee. 

66. Each membq^ shall have a pass book in which the Secretary 
shall enter amounts paid to or received from such member. 

67. Appointment of Auditor, — In addition to the Government audit, 
the Society shall appoint at its General Meeting arf auditor who shall 
audit the accounts of the Society to be prepared by the Committee as 
hereinbefore provided, and shall examine the annual returns, and verify 
the same, with the accounts relating thereto, and shall either sign the 
same as found by him to be correct, duly vouched, and in accordance 
with law, or specially report to the Society in what respects he finds it 
incorrect, nnvouched, or not in accordance with law. 

68. Powers of the Auditor,— The auditor shall be entitled to call for 
and examine any paper or document belonging to the Society and shall 
make a special report to the Society upon any njatter connected with the 
accounts which appears to him to require notice. 

69. Publication of Accounts and Report —h copy of the last balance 
sheet of the Society and of the report of the Auditor, if any, shall be kept 
always hung up in a conspicuous place in the registered office of the 
Society. 

XII. — General.— 70 Interest dt/e on Arrears. — A member in arrear 
after thirty days from the date of notice shall pay interest at two pies per 
rupee per month on the amount outstanding. 

71. Sufficient Notice,- member shall be taken to have due 

notice of every meeting, resolution, or other matter, of which notice is 
required by the by-laws or rules of the Society to be given, if the same 
is made known by posting or sending a notice to the registered address 
of such member. 

72. Individual Right of Inspection. — A member shall be allowed to 
inspect his own account at all reasonable hours at the registered office of 
the Society, or at any place where the same is kept subject to such 
regulations as to the time and manner of such inspection as may be made 
from time to time by the Committee, 
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73. The Seal of the Society . — The Society shall have a common seal 
which shall be in the custody of the Secretary of the Society, and shall be 
used only under the authority of a resolution of the Committee ; and 
every deed or instrument, to which the seal is attached, shall be attested 
for or on behalf of the Society by the signature of the Chairman, the 
Secretary and a member appointed by the Committee for the purpose. 

Signatures 


IV. The Fatwa Co-operative Union Dispensary, Ltd.— 

There is a group of 16 Societies round about Fatwa (in the 
district of Patna) which are • affiliated to a Guarantee Union. 
These societies are at present the main contributors to the 
dispensary. Only the members of co-operative societies 
affiliated to the Union are eligible for membership. Each 
member pays Re. i/- as entrance fee and Re. i/- as annual 
subscription. He afid the members of his family are entitled to 
get medicine and doctor’s advice free, but if the doctor is called 
at any member’s house he is paid half of his fee viz.., Re. i, 
and his actual travelling expenses. The dispensary is in 
charge of a Sub- Assistant Surgeon who has been declared 
fit to hold charge by the Inspector-General of Hospitals who 
has encouraged this new co-operative venture by including it 
in the list of dispensaries in his charge in the Province and 
by sending all necessary forms, registers etc. The dispensary 
also distributes medicine amongst non-members for which 
a small charge is made only for the medicine, which at present 
is half an anna per dose, and to the needy and the poor me- 
dicine is distributed free altogether. Since the establishment 
of the dispensary on April 19, 1916 up to the middle of July 
of the same year i. e. within three months of its establishment 
393 members, 231 non-rhembers who have paid the price for 
the medicine and 519 non-meihbers who h^ve received the 
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medicine gratis bring the total to 1 143 people who have 
received medical help from the dispensary. This speaks well 
of the popularity of the institution which started work only 
a few months ago. Out of about 430 members in the 
societies affiliated to the Guarantee Union 259 members had 
already joined the Co-operative Dispensary and they have 
paid each Rs. 2 for their entrance fee and annual subscrip- 
tion. Model institutions like this should be started in large 
number with the help of District Boards. There cannot be 
more deserving cases for aid from District Boards than these 
useful hospitals which are creations of popular self-help. 
They will find that it will be far more economical for them 
to render necessary help to such popular institutions than to 
maintain hospitals at their entire cost. As such dispensaries 
will be under the supervision of their members, they will be 
better looked after than District Board Dispensaries situated 
in the outlying parts of a district where the doctor in charge 
is often the master of the situation. Writing about the 
Fatwa Dispensary the Registrar of Co-operative Societies, 
Behar and Orissa, remarks “that one of the reasons of the popu- 
larity of this institution is the good quality of the medicine that 
is distributed and people seem to have a belief, which might 
be quite unfounded, that they do not get good medicine in 
charitable dispensaries. The dispensary has a further claim 
on the patronage of the District Board as it is dispensing 
medicine free to needy and poor people”. In this connection 
he points out “that it should be remembered that the dis- 
pensary is orginally meant for the benefit of its members and 
it should not be mistaken for an ordinary charitable institu- 
tion. The members who maintain the dispensary are poor 
cultivators and their institution should not be used for doing 
charity to others. Medicine should be given gratis only in ex- 
ceptional cases and not too freely at the cost of the members.” 
This warning has not come too soon j for such exuberant 

36 
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charity might adversely affect the success of the first 
experimental co-operative dispensary in India which deserves 
wide imitation everywhere. 

BY LAWS OF THE FATWAH CO-OPERATIVE 
UNION DISPENSARY * 

Constitution.- 1 . The Fatwah Co-operative Union Dispensary 
shall be governed by the rules sanctioned by the Bihar and Orissa 
Government under Act 2 of 1912, 

2. Its registered office is for the present at Sonaruh, P. O. Fatwah, 
Thana Fatwah, Sub-Division Barh, District Patna. (On receipt of 
sufficient fund permanent building will be erected at Fatwa which will 
be notified to the Registrar and Officers concerned with medical depart- 
ment). 

Object. ^3. The object of the dispensary is : — 

(a) To render medical aid to the members of the Co-operative 
Societies within the jurisdiction of Fatwah Thana. 

(^) To supply medicine free of cost to its members. 

(c) To povide medical assistance to people at a moderate expense. 

Membership.— 4. A member of a Co-operative Society within the 
jurisdiction of Fatwah Thana is eligible to become a member of the 
Dispensary provided he fulfils the conditions laid down hereafter. 

Admission of members.— 5. (a) A member of a Co-operative 
Society desirous to become member of the Dispensary may apply to 
the managing committee who after due consideration may admit or 
refuse his application. 

(^) In case, his application is rejected, he may appeal to the General 
Meeting, whose decision will be final. 

6. Every member shall pay an admission fee of Re. i/-, shall sign 
his name or put his thumb impression in a Register of members to be 
kept by the Dispensary. 

7. If a member dies his legal heir will be entitled to succeed the 
deceased, if he applied within 3 months from the death of the deceased 
and shall be exempt from the admission fee, provided he has been 
substituted his ancestor in the Society. 

[•Issued from the Office of the Register of Co-operative Societies, Bihar and 
Orissa]. 
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Cessation of Membership.— 8. Membership shall cease by : — 

(a) severing connection with the Co-operative Society, 

(^) misconduct. 

{c) non-payment of subscription within prescribed period. 

(^) death. 

Suspension and expulsion.— 9. The Managing Committee of the 
Dispensary may suspend or expel any member if they find (a) any act 
contrary to the By-laws (d) or wilful laegligence in nursing the patient 
connected thereto, (c) an attempt to discredit the Co-operative movement. 

Liability of Members and Loan. — lo. Every member will be liable 
for any loss etc. twice the annual subscription. 

II. The Managing Committee may authorise 3 of its members 
including Chairman and Secretaries to incur any liability or to borrow 
in case of necessity up to the amount fixed at the General Meeting. 

Fund.— 12. Every member shall pay an annual subscription of 
Re. I in the month of June every year. 

13. In the month of July every year the Managing Committee 
may debar such members from enjoying any benefit of the membership 
of the Dispensary who failed to pay an annual subscription in the month 
of June, 

14. But such members may be re-elected on payment of annas 8 as 
penalty till the month of December and Re. i till the end of the year 
besides the annual subscription in default. 

15. The price of medicines realised from non-members will be 
contributed to the Dispensary fund. 

16. The Managing Committee is empowered to accept any generous 
donation (a) from any person or persons. 

0 ) from Government or local bodies. 

17. The fund raised above will be utilised for up keep of the 
dispensary. 

18. In case of deficiency of resources to meet the requirements of 
the dispensary the Managing Committee with the approval of the mem- 
bers in the General Meeting may impose an additional subscription of a 
sum not exceeding Rs. 2. 

Bights. — 19. (a) Every member will get medicine free of cost for 

his family alone from the Dispensary. 

0 ) The medical Officer in charge of the Dispensary will give him 
advice free of cost in case he will attend the Dispensary at the appointed 
time. 
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20. (a) When any member will require the services of the medical 
Officer in charge of the Dispensary at his home he will give him Re. i 
as fee excluding actual travelling expenditure or will provide him with a 
suitable conveyance. 

(d) ' In surgical operation members have to pay a sum of annas 8 to 
the Medical Officer as a reward even in the Dispensary out of which 
annas 4 will be credited to the Dispensary fund and annas 4 will be paid 
to the Medical Officer in charge of the Dispensary. 

Duty.—- 21. {a) Any member suffering from any ailment may coihe 
to the Dispensary for diagnosis at a fixed time and will be examined in 
turn by the Medical Officer in charge of the Dispensary free of charge. 

{d) On taking advice and medicine he will apply it in strict conformity 
with the direction of the Physician. 

22. To give all possibe assistance in fostering the movement. 

Management. — 23. The management of the Dispensary shall vest in 
the managing committee, The committee shall consist of not less than 9 
members and not more than 1 5 members including a chairman, vice chair- 
man and secretaries who will be elected annually at the General Meeting. 

24. The Sub-Divisional Officer, Barb, will be ex-Officio Chairman. 

25. They will meet at least once a month and will record their 
proceedings in the Minute Book to be kept for the purpose and will be 
signed by the Chairman. 

26. Half of the members shall constitute a quorum. 

27. In every meeting the Chairman will preside. In the absence of 
the Chairman or Vice-Chairman the Committee may elect one of its 
members to preside at the meeting. 

28. The duty of the Managing Committee shall be 
{a) to deal with applications for membership. 

(d) to raise funds in accordance with the provisions of these rules. 

(c) to receive and disburse money. 

{d) to appoint such salaried and non-salaried officers and other 
employees as the work and interest of the dispensary may 
require and funds permit. 
ie) to appoint a treasurer. 

if) to prepare a statement of accounts which shall include an abstract 
of receipts and expenditures classified under the different 
heads and balance sheet setting forth the stock and cash, 
profit and loss statement and annual report for submission to 
the general meeting. 
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(g) to make arrangement for efficient working of the dispensary. 

(A) to deal with any complaint of ill treatment by the Medical 
Officer in charge of the Dispensary or his subordinates. 

(/) to transact all other business incidental to the management of 
the Dispensary. 

if) the managing committee may remit the expense of medicine to a 
non-member who is in opinion of the committee too poor and 
unable to contribute it. 

(Jt) to hear and pass orders on complaints. 

29. The Managing Committee may delegate all or any of its powers 
to the Chairman, Vice-Chairman or Secretaries or to all of them. But 
their acts in pursuance of such delegation shall require the confirmation 
of the Managing Committee. 

30. The members of the Managing Committee shall be responsible 
for the good management of the Dispensary. 

General Meeting. — 31. The supreme authority of the Dispensary is 
vested in the General Meeting of its members. Every member present 
shall have one vote. One fifth of the members will form quorum of the 
General Meeting. The Chairman shall have a casting vote. On all 
questions the opinion of the majority shall prevail. 

32. The General Meeting must maintain a general supervision over 
the business of the Dispensary, specially over the acts of the Managing 
Committee. 

33. The General Meeting shall be of two kinds, ordinary and extra* 
ordinary. 

34. The duties shall be 

(a) to consider the annual report of the managing committee and 
to pass the account of the Dispensary for the preceeding 
year. 

{ 6 ) to review the work of its officers ?nd to hear and decide all 
complaints against them. 

(e) to elect the office-bearers of the Dispensary. 

{{/) to pass the budget of the next year. 

{e) to fix the maximum amount of loan which the Committee might 
take to defray the expenses of the Dispensary. 

(/) to decide as to changes in the rules. 

(f) generally to consider all matters of importance that may be 

brought before it. 



CHAPTER XV. 


GUARANTEEING UNIONS IN BURMA. 

Before dealing with the higher co-operative financing 
agencies, we desire to refer to the 
system of guaranteeing unions which 
in some provinces form the link 
between those financing agencies and 
the primary societies. The number of 
such unions shown in the returns for 
each province is, as noted in the margin. 
In Madras, the constitution of unions 
has varied at different times and those 
latterly established entail ho guarantee for loans given to the 
societies of the unions. ■ The unions in Bengal and Assam are 
intended to follow generally the Burma model, and somewhat 
similar unions are contemplated in Bihar and Orissa. It is in 
Burma that the system of guaranteeing unions had its origin, 
and as will be seen from the figures above quoted, it is in that 
province that the system has had its greatest development. 

There are 90 such Unions in Burma (comprising about 900 
societies), to which the majority of the Societies in the Province 
are affiliated. A Union as a rule consists of 5 to 35 Societies 
within a maximum radius of about 8 miles, ie., a morning walk 
from the union headquarters. It is managed by (i) a Committee 
consisting of the Chairman and one or more Vice-Chairmen, 
(ii) by the Union General meeting at which each society is 
represented by two delegates. Its objects are firstly mutual 
inspection and assessment of credit, and secondly mutual 
guarantee. The means by which the first object is secured 
are («) by the employment of a Union clerk, generally not a 


Province. 

No. of 
unions. 

Madras 

4 

Bengal 

7 

Burma 

90 

Assam 

2 
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whole-time employee, drawing Rs. 5 to Rs. 15 per month, 
whose duty it is to keep the Union accounts and records, and 
to train and help the Secretaries of all Societies in the Union, 
{b) by arranging that members of the Union Committee 
should inspect and visit affiliated Societies, by giving warn- 
ings and by issuing any general regulations that seem 
desirable, (c) by contributing towards the maintenance of a 
Union Inspector, a whole-time officer on about Rs. 50 per 
month, serving 5 to 10 Unions, whose business it is to inspect 
Societies on the spot, to help in correcting faults, and to send 
inspection notes to the Union Committee for their information, 
(d) by considering indents for loans from affiliated societies at 
a Union general meeting aud sanctioning such loans as in each 
case may appear to the meeting to be suitable. The Unions 
do not themselves handle any cash nor do they do any bank- 
ing business. Funds for the maintenance of the staff are 
obtained by levying a Union rate which varies from 4 to 12 
annas per cent per annum on the working capital of consti- 
tuent Societies. Mutual guarantee is effected by the rule 
that all Societies constituting the Union shall be liable for 
any default by a Society in the repayment of a loan recom- 
mended by the Union to the extent of the maximum amount 
of loans from non-members held by each of them in the 
course of the preceding year. All applications for loans pass 
through the Unions to the Registrar who can check their 
discretion and see that such Union gets its fair share of funds 
available in the Central Bank. The Registrar informs the 
Provincial or Central Bank of the amounts sanctioned by 
him and directs it to make a remittance accordingly. 

So essential have these Unions been found as agencies for 
assessing credit, for control and for propaganda on sound lines 
that it is now the rule in Burma that no society in a Union 
area is registered unless its admission is promised by the 
Union, and no society is registered outside an existing Union 
37 
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area unless there is a good prospect that a union will later 
be likely to come into existence. 

The by-laws (reprinted below) provide that no society 
can be admitted unless four-fifths of all societies in the Union 
agree to admission — as a rule a society is only admitted on a 
unanimous vote. No society can withdraw without i8 months’ 
notice. Affiliated societies have a ri^ht to be inspected and 
advised and to have their borrowing capacity assessed and 
guaranteed by the remaining societies in the Union, Their 
duties are to be loyal to the Union in every way, to assist it 
and inform it of all matters affecting it adversely. 

Each society before admission must pass a resolution in 
general meeting agreeing to join the Union, to abide by its 
by-laws, and authorising its chairman and two committee 
men to sign on its behalf a declaration to the effect that the 
society accepts all the rights, duties and liabilities imposed or 
to be imposed by the Union. 

“The chief benefit conferred on the movement by the 
Union system,” says the Burma Registrar, “is that it brings out 
and develops the best human talent in the primary societies. 
It is surprising, what responsibility and local support will 
produce in this way. The movement thus develops from 
within, and the humble cultivator whose gifts of capacity and 
authority were unknown to his neighbours and to himself, 
becomes a leader of men, specially trusted and specially influ- 
ential as one of themselves.” 

BY-LAWS OF THE-UNION OF CO-OPERATIVE 
CREDIT SOCIETIES * 

Kame — Address — Objects. — i. The Union, which is registered 
under Act II of 1912, shall be called the Union of Rural Co- 

operative Credit Societies, Limited. It is governed by the provisions 
of the Co-operative Societies Act, II 1912. 


(Issued from the office of the Registrar of Co-operative Societies, Burma.) 
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2. The registered office of the Union is at 

3. The objects of the Union are — 

(i) To develop Co-operative Societies to the utmost of its power. 

(ii) To provide a means of assessing and guaranteeing the credit 

of each Co-operative Credit Society admitted into it. 

(iii) To control such affiliated Sooieties by careful and regular 

supervision. 

(iv) To settle all matters of common interest, to advise and assist 

its members, and to fnrther their interests in every way. 
Membership— Admission— Withdrawal-Expulsion.— '4. The fol- 
lowing are eligible for membership of the Union : — 

(a) Co-operative Credit Societies, situated in the group 

of villages approved by the Registrar, which are solvent and 
sound in working and which subscribe the application for 
registration of the Union* 

( 3 ) Societies situated in the same vicinity which are elected here- 
after according to the by-laws. 

Societies which are admitted as members of the Union shall be called 
affiliated Societies. 

5. Admission , — An eligible Society desiring admission into the 
Union shall apply for admission to the Union Committee. Its applica- 

, tion shall be considered at a General Meeting of the Union and it shall 
be admitted if at least four-fifths of the Societies in the Union agree 
to its admission. On admission it shall by, its Chairman and two 
Committee members sign a declaration in the Form A attached to these 
by-laws accepting all the rights, duties and liabilities prescribed by these 
by-laws and by the Co-operative Societies Act II of 1912 and rules made 
thereunder. 

6. Withdrawal , — No such affiliated Society shall withdraw from the 
Union except on the expiry of one and a half years from the date of its 
giving notice of withdrawal, and after paying to the Union all sums due 
by it. 

7. Expulsion, ’-M an affiliated Society.be found guilty by the Union 
of careless or bad working, the Union General Meeting may direct that 
within one month it shall repay all or part of its borrowings from non- 
members and the affiliated Society shall thereupon be bound to obey 
such direction. If its working be not improved, or if it be guilty of dis- 
loyalty to the Union it shall be liable to expulsion from the Union by 
resolution of the General Meeting. 
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Punds.— 8. Each affiliated Society shall in February and July con- 
tribute to the Union Committee a rate of not less than annas 4 (to be 
fixed by the General Meeting) on each Rs. 100 of its funds. 

9. The fund thus raised shall be kept by the Chairman of the Union 
and shall be applied to — 

the payment of the Secretary and Union Inspector ; 
the payment of contingencies ; 

the payment of Rs. 2 peV Society inspected for inspections made 
by the Union Committee members as prescribed in sections 13 
and 14. 

Rights, Duties and Liability of Affiliated Societies.— 10. Rights,-- 
The rights of an affiliated Society are — 

(1) To obtain inspection by members of the Union Committee 

or Inspectors appointed by the Union. 

(2) To have its borrowings from non-members guaranteed by the 

remaining Societies in the Union. 

II. Duties,'-Tht duties of an affiliated Society are— 

(1) To administer its work in strict conformity with its by-laws 

and the constitution of the Union. 

(2) Carefully to carry 'out the instructions and orders of the Union. 

(3) To give all possible assistance to the persons sent by the Union 

to inspect its management and working and to teach co- 
operative principles and accounts. 

(4) To allow its books and cash balance to be inspected after two 

days’ notice by the Chairman and two Committee members 
of any other affiliated Society. 

(5) To inform the Union at once of any reduction in its member- 

ship or of any economic disaster or other matter affecting 
its financial stability. 

(6) To fix the maximum which may be borrowed from all sources 

by the Committee for a year ahead in the month of December 
annually. 

(7) To observe the maximum limit of borrowing imposed by the 

Registrar. 

(8) Within the maximum borrowing limit imposed by the 

Registrar, to seek for local deposits, and for such amounts 
as cannot be obtained from such deposits, to apply to the 
Union to sanction a credit with the Central Bank for a year 
ahea4- 
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(9) To see repayments made by its members according to the 
ABC system laid down in its by-laws and in January each 
year to report to the Union the amount that it will repay to 
local depositors and the Central Bank. 

(10) To report compliance with audit orders and other instructions 
to the Union. 

12. Liability . — The liability of an affiliated Society is — 

To guarantee the liabilities of the other Societies affiliated to 
the Union or expelled by it under by-law 7 (in respect of the 
liabilities incurred by such expelled Society or Societies 
before expulsion) at any time to the extent of, but not in 
excess of, the maximum amount of loans from non-members 
that it has held during the year immediately preceding that 
time or of half the total of its working capital (shares, reserve 
fund and deposits from members and non-members) which- 
ever be the greater. 

Inspection. -13. The Union Committee shall be responsible for 
sending two of its members or a paid Inspector twice a year, before the 
February and September General Meetings, to examine the accounts and 
workings of all affiliated Societies, and to teach their members co-opera- 
tive principles. 

14. The examination shall not be restricted to a mere arithmetical 
audit of books and balance sheets. The persons inspecting shall see that 
the administration of each affiliated Society is carried on in strict confor- 
mity with co-operative principles, with its own by-laws, with the by-laws 
and orders of the Union, and with the Co-operative Societies Act and rules 
framed thereunder. They shall assure themselves that defects pointed out 
in previous inspections and audits have been remedied. They shall 
gauge the stability of each affiliated Society and form definite conclusions, 
as to whether the members have improved their standing owing to the 
existence of the Society. 

Organization and Management. 15. The Union shall be managed 
by (i) the General Meeting ; (2) the Committee. 

16. The General Meeting . — Each affiliated Society shall at General 
Meetings be represented by two members of its Committee. 

Other members of affiliated Societies may attend General Meetings 
but only to listen and advise their representatives. 

17. Each affiliated Society shall have one vpte for each complete ten 
piembers belonging to it. 
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18. General Meetings *of the Union shall be held at least thrice a 
year in January, April and September, and at other times when sum^ 
moned by the Committee of the Union. 

19. Notice of the time, date and place of General Meetings shall be 
given seven clear days before the meeting by the Chairman of the Union. 
If it be proposed to modify the by-laws, fifteen clear days’ notice must be 
given. 

20. General Meetings shall be held at the office of the Union, or at 
the Headquarters of such affiliated Society as the committee may con- 
sider convenient and notify. 

21. Except as provided for in by-law c, to obtain a quorum fora 
General Meeting at least two-thirds of the Societies in the Union must 
be fully represented. 

22. The opinion of the majority shall prevail and in case of an 
equality of votes the motion shall be held to be lost. 

23. The ultimate authority in all matters relating to the administra- 
tion of the Union shall be the General Meeting. It shall deal, among 
other matters, with ; — 

(1) The enactment, amendment or repeal of by-laws, 

(2) Complaints by affiliated Societies against the Union Com- 

mittee. 

(3) The admission of new Societies into the Union. 

(4) The election (yearly between January ist and the end of April) 

of a Chairman and Vice-Chairmen of the Union, which 
officials form the Union Committee. 

(5) Inspection reports by Committee members or the Union Ins- 

pectors on affiliated Societies. 

(6) After scrutiny of the amount fixed as the maximum to be 

borrowed by its Committee by each affiliated Society and 
after consideration of the assets, liabilities, earning capacity 
and character of the members of and the working and 
management of affiliated Societies and audit reports thereon, 
the fixation of the maximum borrowing power from all 
sources for a year ahead of each affiliated Society. 

(7) The report to the Registrar of the amount so fixed. 

(8) The record in a register of the maximum credit finally fixed for 

the year ahead by the Registrar. 

(9) The record of the amount of cash credit fixed for a year ahead 

by the Central Bank for the whole Union. 
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(10) The partitioning of part or all of the funds arranged for by 

such credit among its affiliated Societies. (A^. B , — A balance 
should always be left over for emergencies.) 

(11) The requirement of lists showing individual requirements of 

members from C and D class Societies and if considered 
necessary from A and B class Societies also. 

(12) The refusal to sanction funds for any Society and the reduction 

of the amount sanctioned by a previous General Meeting. 

(13) The requirement that any Society guilty of bad working or 

management shall repay all deposits and loans held by it 
within a month (by-law 7). 

(14) For bad work, mismanagement or disloyalty, the expulsion 

from the Union of any Society (by-law 7). 

(15) The fixation of the Union rate (by-law 8). 

24. The resolutions of the General Meeting shall be recorded in a 
Minute Book. 

25. When the amount of credit to be allowed to an affiliated Society 
is under discussion at a General Meeting the representatives of that 
Society shall, after being heard, together with any other members of that 
Society that may be present, withdraw. 

26. The Committee. — The Union Committee shall consist of the 
Chairman and Vice-Chairmen of the Union. 

27. It shall meet as often as may be necessary for the transaction of 
business. 

28. Meetings shall be summoned by the Chairman and three days’ 
notice given. 

29. The Chairman of the Union shall be its Chairman. He shall be 
ex-officio Treasurer of the Union funds. 

30. It shall appoint a Secretary who may be paid. 

31. Other members of the Committee and General Meeting and the 
Chairman shall work gratuitously. 

32. Of the Committee half shall form a quorm. 

33. Each member of the Committee shall have but one vote. 

34. The opinion of a majority of those present shall prevail. In case 
of equality of votes the motion shall be held to be lost. 

35. It shall be the duty of the Committee— 

(i) To call General Meetings when it considers it necessary, and in 
any case thrice a year in January, April and September. 
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(2) By explanation to promote the formation of new Societies in 

its area. 

(3) To enquire or cause the Union Inspector to enquire into the 

assets and liabilities of Societies desiring affiliation and 
registration. 

(4) To send the result of such enquiries and recommendations as to 

affiliation to the Union and registration to the Registrar. 

(5) To depute two of its members or the Union Inspector to leach 

all affiliated Societies in co-operative principles and accounts 
and to supervise the working of all such Societies at least 
twice a year and to ensure that audit orders are carried out 
by them, 

(6) To see that deposits and interest due to and by affiliated Societies 

are punctually paid and that loans are properly applied to the 
purposes for which they were taken. 

(7) Th report the result of inspections to the General Meeting. 

(8) To arrange and supervise the work of the Union Inspector, 

(9) To keep the accounts of the Union and submit them to the 

General Meetings in January and September. 

(10) To receive from Junior Assistant Registrars and Society paid 

Auditors the audit reports of affiliated Societies and, after 
reading, taking the necessary action on the same to forward 
them without delay to the Registrar. 

(11) To submit copies of the minutes of all General Meetings to the 

Registrar. 

(12) To fulfil the six criteria and see all affiliated Societies fulfil them; 

(13) Continually to seek to improve the efficiency of all affiliated 

Societies. 

(14) To record all its acts in a Minute Book. 

(15) To collect the Union rate as fixed by the General Meeting. 

(16) To receive and, if approved, endorse by the signature of two 

members of the Committee and forward indents by affiliated 
Societies on the Central Bank, 

(17) For very special reasons to retain any such indent pending the 

summoning of a General Meeting and reference thereto. 

36. In respect of all matters duly resolved by the General Meeting 
or within its powers by the Committee, the Chairman and two members 
of the Committee shall have power to sign for the General Meeting or 
Committee^ as the case may be, and their signatures shall bind the Union. 
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Books. — 37. The following books shall be kept 

(1) List of affiliated Societies, showing number of their members, 

limit of their borrowing powers prescribed by the Registrar 
and loans held from non-members. 

(2) Register of Central Bank cash credit and amounts therefrom 

allotted to affiliated Societies, 

( 3) Register of inspections. 

(4) Cash Book. 

(5) Minute Book. 

Balance Sheet. — 38. A balance sheet must be made out yearly in 
July and sent to the Registrar. It must be presented to the September 
General Meeting. , 

Genetal. — 39. The books of the Union and copies of the Act, Rules 
made by the Local Government thereunder, and by-laws of the Union 
shall be kept open to inspection by members of affiliated Societies free of 
charge at all reasonable hours at the registered address of the Society. 

40. These by-laws are supplementary to the provisions of the Co- 
operative Societies Act and Rules thereunder and the Union will 
be guided by the Act, Rules and by-laws read together. 

Form A. — Declaration to be signed by a Co~operqtive Credit Society 
upon affiliation to the Union of Co-operative Credit 

Societies. 

We the undersigned Chairman and two Committee Members of the 
Co-operative Credit Society, being authorized so to do by resolu- 
tion of the General Meeting of our Society, hereby, on behalf of the said 
Society, agree to accept all the rights, duties and liabilities prescribed by 
the by-laws of the Unmn of Co-operative Credit Societies 

and to abide by its by-laws as a condition of our Society being admitted 
into the said Union as an affiliated Society. 

1. Signature of Chairman. 

2. Signature of Committee Member. 

3. Signature of Committee Member. 


38 



CHAPTER XVI. 


HIGHER CO-OPERATIVE FINANCING AGENCIES : 
CENTRAL CO-OPERATIVE BANKS. 

I. Constitution and Management of Central Banks.— 

Central Banks in India may be classified according to 
their constitution as (i) banks of which the membership is 
confined to individuals, (2) banks of which the membership 
is confined to societies, and {3) banks which have a mixed 
membership of both individuals and societies. The first class 
includes banks in which individuals only are share-holders 
and banks in which registered societies may become share- 
holders, but upon exactly the same terms as individuals and 
without any special provision being made for their represen- 
tation. In the case of banks of the third class a certain 
proportion — generally a large proportion — of the shares is 
reserved for registered societies which are given special 
representation on the board of directors ; these banks are 
best suited to present Indian conditions. 

Banks of the second class are those which would ordi- 
narily be described as most truly co-operative in character, 
since in thegi is eliminated all conflict of interest between 
the Central Bank as lender and the local societies as borrowers. 
Banks of this class too can be conducted at a very small cost 
for management, as the amount of supervision necessary is 
reduced to a minimum. But, though desirable in themselves, 
they are seldom competently managed, and do not leave 
room for the help of the middle classes, and should therefore 
be postponed to a later stage. 

It might seriously be disputed whether banks of the 
first class are really entitled to be considered co-operative. 
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They are hardly to be distinguished from joint-stock banks, 
and in some cases they do not even limit their activity to 
transactions with co-operative societies. Such Central Banks 
should not be registered if they propose to grant loans to any 
other persons or institutions except to co-operative societies 
or to undertake any outside banking business. The by-laws 
should include provisions limiting dividends and the directors 
should maintain an independent staff for assessing the credit 
of the borrowing societies. It is the Registrar’s duty to see 
that the contract between the Central Bank and societies is 
not unfavourable to the latter. In any case this type of 
Central Banks should gradually disappear. 

Central Banks generally serve a well-defined area which 
usually coincides with some administrative division, such as 
district or tahsil. The number of societies to which a bank 
makes loftns varies very considerably, largely because in some 
cases the bank deals directly with each local .society, while in 
others it deals with unions of the societies. Central Banks 
should, however, ordinarily be prepared within a reasonable 
time to deal with 200 or 250 societies. 

II. Composition of Capital.— 

As in the case of Primary societies Central Banks draw 
their working capital from four main sources- (i) shares, 
(2) deposits, (3) loans, and (4) reserve fund. 

(i) Shares . — The share capital is subscribed by indivi- 
dual share-holders and by affiliated societies. In banks of 
the mixed type the shares held by individuals are sometimes 
distinguished as preference shares and enjoy either a certain 
right to a cumulative dividend or a prior claim on the capital 
in case of liquidation, the object being to make investment 
in the shares attractive to the outside public. The nominal 
value of shares ranges from Rs. lO to Rs. 500, the shares 
assigned to individuals being sometimes of higher value than 
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those held in the same bank by affiliated societies. Under 
section 5 of the Co-operative Societies Act, 1912, no indivi- 
dual may hold more than one-fifth of the total share capital 
of any society, or in any case more than Rs. 1000, except 
wirh the special sanction of the Local Government. 

Practice varies with regard to the di.stribution of voting 
power. In the Punjab and the United Provinces, for instance, 
each share entitles the holder to one vote ; in Assam and the 
Central Provinces each shareholder has one vote only ; in 
Bombay and Burma voting power is carefully graduated so 
as to give proportionately fewer votes to large holders than 
to small ones. 

Liability with respect to shares is ordinarily limited to 
their face value, but in a few provinces the banks have adop- 
ted the practice of fixing the liability at some multiple of the 
nominal value of the shares held. Thus in Bihar and Orissa 
the liability of preference share-holders is usually double, 
while that of ordinary share-holders varies from five to ten 
times the value of the shares held. It is not the rule that 
shares are fully paid up. In Assam, for instance, only 50 per 
cent of each share has been called up ; in Bihar and Orissa 
the practice is for one-fifth of the subscribed capital to be 
called up at the start, and no bank has so far called up more 
than two-fifths. The Maclagan Committee disapprove the 
use of reserve liability, particularly in the case of individual 
share-holders, on the ground that after the lapse of a certain 
time, and specially in moments of financial stringency banks 
would find it difficult to obtain payment of any part out- 
standing on shares. 

In order to gain public confidence and attract deposits it 
is desirable that the share capital should be as large as 
possible consistently with economy in working. But the 
maximum rate of dividend on such shares is usually fixed by 
the Local Governments at 12 or 12^ per cent. 
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(2) Deposits . — For the whole of India deposits amount to 
65*4 per cent of the total liabilities of Central Banks. They 
are obtained chiefly from professional men, landowners of 
medium status, Government servants and Europeans. Only 
to a very limited extent, and that only in Bengal and parts of 
Northern India, do Central Banks compete with Joint-Stock 
Banks for deposits. The rate of interest paid on deposits is 
normally from 5 to 7 per cent on deposits for one year, 
increasing by not more than one per cent for each additional 
year on deposits for longer terms. A certain small proportion 
of the deposits consists of deposits made by societies affiliated 
to the Banks. In Madras it is compulsory for societies to 
deposit their reaves with the Central Bank ; in Burma one- 
quarter must be so deposited. 

(3) Loans . — The loans received by Central Banks are 
generally from (/) outside banks, (ii) other Central Banks, {in') 
Provincial Banks and (iv) Government. The outside banks 
are either Presidency Banks or ordinary joint-stock banks : 
the Presidency Banks of Madras and Bengal accommodate 
banks with cash credit upon certain conditions, and on 
January i, 1915, the total cash credits sanctioned amounted 
to Rs. 8,45,cx)0 of which amount the banks had drawn 
Rs. 5,33,657. Presidency Banks are, by their constitution, 
forbidden to make any advance for longer periods than six 
months, so that they can serve the co-operative movement to 
a limited extent only. Central Banks, however, can generally 
obtain either cash credits or loans from joint-stock banks at 
reasonable rates. Loans from other Central Banks are taken in 
provinces where there is no bank in the position of a Provin- 
cial Bank, and where, therefore, the only way in which Central 
Banks can use their surplus funds for the good of the co- 
operative movement is by lending to one another. If, as 
recommended by the Maclagan Committee, an apex bank is 
established in every province, lending between banks will be 
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discontinued, Loans from Government are insignificant in * 
amount and are decreasing gradually. 

(4) Reserve fund . — Central Banks as a rule place only 
the minimum of one-fourth of their net profit to the reserve 
fund, distributing the remainder as dividend or allotting it to 
certain special funds - Building Funds, Dividend Equalisation 
Funds, etc. The actual amount of the reserve fund of all 
Central Banks is Rs. 4,44,000, equal to 2'i per cent of the 
total liabilities. There is no uniform rule with regard to 
the employment of the reserve fund and it is often used 
in the bank’s own business. 

The capital owned by the Central Banks (as opposed to 
capital held and used by them) consists o^the reserve fund 
and the paid-up share capital : the average proportion in 
British India of the total owned capital to the total liabilities 
is 14.8 per cent, which may be considered very satisfactory. 
The Maclagan Committee express the opinion that in ordi- 
nary circumstances paid up share capital and reserve fund 
should be equal to not less than 12)^ per cent on the total 
liabilities, and it will be seen that the actual percentage for all 
Central Banks in British India is 14.8. For the 18 chief joint- 
stock banks in India the corresponding figure is 13.9 per cent. 

The following recommendations and opinions of the Mac- 
lagan Committee on the subject of the composition of capital 
in Central Banks deserve careful attention : — 

There is no objection to the discontinuation on the part of Central 
Banks of the practice of levying affiliation fees. 

All shares in a Central Bank should preferably be on one footing. 
But if it is absolutly necessary in order to attract local capital, the shares 
assigned to individuals may carry preference as regards dividend, but 
not cumulative dividend. 

It is simpler if the shares held by societies and individuals are of uni‘ 
form value. 

Societies should ordinarily be required to take shares in their Central 
Bank in proportion to the amount of their borrowings from it. 
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Every shareholder in a Central Bank should have one vole only. If 
there is a difficulty in raising capital, Local Governments may properly 
authorise individuals to hold shares in excess of the statutory maximum 
of Rs. 1,000 but otherwise the limit fixed by the Act should be adhered to. 

All shares held by individuals should be fully paid up. Reserve liabi- 
lity is permissible in the case of shares held by societies. 

Reserve liability should be restricted to the face value of the shares 
and not to some multiple of it. 

The rate of dividend should be limited by rule. When most of the 
shares are held by societies, the maximum should be the same as the ave- 
rage lending rate. When the shareholders are chiefly individuals, it 
should not exceed the average rate paid on deposits by more than 2 or 3 
per cent. Bonuses should be prohibited. 

Deposits by primary societies in Central Banks should consist of (i) 
excess deposits received by them and passed on, and (2) small deposits 
for short periods. Reserve funds should not be deposited in them. 

The opening of current accounts is deprecated, but in places where 
banking facilities do not exist may be permitted. A low rate of interest 
not exceeding 2 per cent should be paid on such accounts and the whole 
amount so held should be covered by cash or Government paper irres- 
pective of fluid resources kept to cover other liabilities. 

Savings accounts may be opened on behalf of members and non-mem- 
bers provided that 75 per cent of the amount so held is covered by cash 
or hquid investment, that the maximum accepted on one account is small, 
that notice of withdrawal is required and that they are not allowed to 
become current accounts. 

Central Banks should make every effort to obtain deposits sufficient 
to meet all their needs and may draw them from any area subject to such 
restrictions as may be found locally advisable. 

The average period of deposits should not be less than the average 
period in which loans are repayable. In arranging to repay deposits 
banks should not count on renewals or fresh deposits but rely on stipp- 
lated repayments of loans, and should spread receipts and payments as 
far as possible over the whole year. 

To meet all charges entailed by our recommendations Central Banks 
require a 3 per cent margin and primary societies the same. 

Special care should be taken to repay deposits punctually. The inten- 
tions of depositors with regard to renewals should be ascertained in ad- 
vance, 
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Central Banks should be allowed to regard the undrawn portion of 
any cash credit granted to them by a Presidency Bank as a fluid asset. 

Cash credits with Joint-Stock Banks of recognised stability also cons- 
titute legitimate fluid resource. The Registrar should introduce Central 
Banks to Joint-Stock Banks and furnish the latter with any information 
they require. Joint-Stock Banks should be expected to examine the 
position for themselves and not to rely on Government support for 
repayment. 

Loans by Central Banks may with the Registrar’s sanction be made to 
other Central Banks. Loans between Central Banks should cease as 
soon as a Provincial Bank is started. 

Banks should raise capital by means of long-term deposits rather than 
debentures, unless in very special cases they are in a position to secure 
debentures on immoveable property. 

Share capital plus reserves should be at least i 2 }i per cent of the 
total liabilities. 

III. Employment of Capital.— 

Owing partly to the mistaken ideas with which some Cen- 
tral Banks were started, and partly to the fact that several 
of these banks have developed out of ordinary urban credit 
societies, it is in some cases customary for them to grant ad- 
vances to individual share-holders, where they exist, as well 
as to affiliated societies. In most banks this practice is being 
gradually abandoned — and we think rightly so. Wherever it 
is found essential that individual members should be enabled 
to take loans, we should prefer that a separate urban bank 
should be formed to meet their needs ; but in cases where this 
is, found impracticable, a by-law should be introduced with the 
object of gradually restridting the practice. It should be no 
part of the business of a Central Bank to grant loans to 
individuals. The object of the admission of the individual 
shareholder should be to secure his help and it is not intended 
that he should borrow funds or appropriate capital intended 
to support primary societies. 

The Maclagan Committee observe “that under the 
conditions prevailing in India it is inadvisable for Central 
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Banks to undertake any outside banking work and they 
should confine themselves to financing primary societies and 
serving as their balancing centre. In Europe, it is true that 
outside business is undertaken both as a convenience to mem- 
bers and in order to increase the turn-over, but with the 
agency at our disposal in India and at the present stage of 
development among the people we would discountenance any 
attempt on the part of Central Banks to seek profit by means 
of investments, discounting bills, or other methods of ordinary 
bankers.” 

The following opinions and recommendations of the Macla- 
gan Committee on this subject deserve careful attention : — 

Central Banks should not grant loans to individuals, nor should they 
undertake any outside banking work. 

A Central Bank should assess the credit of an affiliated society after 
re-examining and testing either by its own staff or through a union the 
society’s own estimate of its borrowing power and the data on which the 
society has fixed the normal credit of its members and considering the 
society’s needs and its own existing funds. 

The data required by a Central Bank should include a valuation of 
(i) the moveable and immoveable property of the members of a borrow- 
ing society and (2) the the earning and saving capacity of the same mem* 
bers. These data should be used to check conclusions based on the 
character of the society and on its past record. 

Where a union exists the valuation mentioned above should be made 
by it ; where not, by the Central Bank. Responsibility for the making 
of the valuation should be undivided. The Registrar should have power 
to require the reduction of the credit of any society. 

Loans should be sanctioned as far as possible all together at one or 
two main seasons in the year. 

Central Banks should accept the opinions of Unions with regard to 
the purpose and amounts of loans, but in case of insufficiency of funds to 
meet all claims, may refer back to the Union. 

Subject to the condition that the terms of loans must depend on the 
terms for which deposits are held and that repayments due within a 
given period should exceed the deposits falling due within the same period, 
Central Banks may grant loans either recoverable in fixed instalments or 

3? 
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on pro-notes nominally payable on demand, the society’s repayments cor- 
responding with the repayments made by members. 

Cash credits should be freely opened in favour of thoroughly well- 
managed societies. 

The security taken from a borrowing society should ordinarily be a 
pro-note. Shares held by societies in Central Banks should not be ac- 
cepted as security for a loan though deposits may be. 

Rates charged on loans should be below bazar rates but should be 
high enough to allow of a wide margin. Rates may vary on a definite 
system with reference to the character of the borrowing society and the 
length of the loan. 

Money recovered from members should be at once available for repay- 
ment by a society to a Central Bank. The Central Bank should supervise 
recoveries but need not prepare lists of overdue loans. 

Central Banks should not ordinarily institute proceedings against 
defaulting societies in civil courts, but should exercise pressure through 
their staft and finally apply to the Registrar to take action under section 
36 of the Act. 

After providing fully for fluid resources, a Central Bank may legiti- 
mately use balance (if any) of reserve fund in its own business. 

To meet contraction of credit Central Banks must keep fluid re- 
sources. 

These should be sufficient to meet half deposits due during the ensuing 
year, supposing no fresh deposits or renewals were made and no repay- 
ments received. 

Fluid resources are only to be utilized when other sources fail. 

The fluid resources of a Bank must suffice to meet its own require- 
ments and those of societies which have entered into arrangements 
with it. 

The standard of fluid resources should be re-adjusted quarterly. 

Superfluous funds should be passed on to Provincial Banks. 

In calculating net profits for purposes of distribution, Central Banks 
should always deduct interest accrued and overdue. Interest earned but 
not due should be shown separately in the profit and loss account. 

The provision of contingent or bad debt fund is desirable in the case 
of banks which only place the legal maximum to reserve. 

Building funds are oerraissible, provided that they are postponed to 
the provision of an adequate fluid resource. Where such buildings 
serve also as agricultural depots Government may properly contribute 
to their cost. 



CHAPTER XVn. 


HIGHER CO-OPERATIVE FINANCING AGENCIES : 
PROVINCIAL CO-OPERATIVE BANKS. 

There are only two banks in the Indian Co-operative 
system which are described as Provincial Banks viz, those in 
Bihar and Orissa and the Central Provinces. There are three 
other banks which are in some respects at least in the position 
of provincial banks, viz., the Madras Central Urban Bank, 
the Bombay Central Bank, and the Mandalay Central Bank. 
In the other provinces no such “apex bank” has yet been 
established, though in Bengal and in the United Provinces 
arrangements are in progress for the establishment of such 
apical banks. 

1. The Central Provinces and Berar Provincial Co-operative 
Bank 

The Provincial Co-operative Bank of the Central Pro- 
vinces and Berar was registered in April 1912. This Bank is 
the final link in the chain connecting the village co-operative 
credit societies with the ordinary money-market. It is not 
intended to supply all the capital required by the movement 
but to supplement temporary deficiencies of local capital. 
Central Banks are not at present shareholders in the Provin- 
cial Bank, and they are free to deal with the Provincial Bank 
or not as it suits their convenience. The Provincial Bank 
does not handle cash, all money being received and disbursed 
on its behalf by the Jubbulpore Branch of the Allahabad 
Bank. Cash credits are not granted to Central Banks, but 
every application for a loan is dealt with on its merits by the 
Directors of the Bank who have, however, delegated certain 
definite powers to the Registrar. The Directors have decided 
that the maximum amount of financial assistance to be 
granted to any one Central Bank must not exceed five times 
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the Central Bank’s paid up share capital plus its separately 
invested reserve fund plus the separately invested reserve 
funds of the credit societies affiliated to the Central Bank. 

All the shareholders are individuals, Co-operative Central 
Banks not yet being represented. The authorised capital of 
the Bank is Rs. 7,00,000 (paid up Rs. 2,92,350) and consists 
of 600 Founders’ shares of Rs. 500 each, carrying interest at 
5 per cent as a first charge on the profits ; and 4,000 Prefer- 
ence shares of Rs. 100 each. On the Preference shares a first 
call of Rs. 5 has been made and paid up, the remaining Rs. 95 
being an uncalled liability which may be called up in two 
instalments within a period of not less than five months. The 
Preference shares rank for dividend up to 5 per cent on the 
paid-up portion immediately after Founders’ shares. The 
holders of Preference shares receive i per cent on the uncalled 
Capital of guarantee for which they are liable. The Bank 
receives no financial assistance from Government and is in no 
way guaranteed by it. 

The Board of Directors at present consists of eleven 
leading gentlemen of the Province including the Local Agent 
of the Allahabad Bank. No Central Bank is so far repre- 
sented on the Board but several of the Directors are also on 
the Managing Committee of Central Bank. The office of 
the Provincial Bank is in the same building as that of the 
Registrar and the Directors have delegated certain powers of 
executive control to the Registrar. The' staff, which is a 
growing office staff, costs Rs, 2,500 and includes a Manager 
who is an Associate of the Corporation of Registered Accoun- 
tants (Glasgow). The Financial Commissioner, the Commis- 
sioners of Nagpore and Jubbulpore Divisions, the Director of 
Agriculture and the Registrar of Co-operative Societies, 
Central Provinces and Berar, are entitled to attend general 
meetings of shareholders and meetings of the Board of 
Directors, but not to vote, 
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II. The Bihar and Orissa Provincial Bank 

This Provincial Bank, which was registered in April 1914, 
is designed to deal exclusively with Central Banks, but it may, 
with the sanction of the Registrar, make loans to primary 
societies in areas where there is no Central Bank. 

The management of the Bank is in the hands of 12 Direc- 
tors, of whom 7 are also Directors of different Central Banks. 
The Registrar is an ex-officio Director and with two other 
Directors resident at Bankipore serves on the working com- 
mittee of the Bank, to which most of the Director’s powers 
have been delegated. 

The shares of the Bank are of two classes (i) 4,000 
Guarantee shares of Rs. 100 each, fully subscribed, on 3,000 of 
which Rs. 5 per share has been paid up. The remaining 
portion is a reserve liability which can only be called up to 
meet the claims of a Presidency or Joint-Stock Bank, in two 
instalments of Rs. 45 after two months and the remaining Rs. 
50 after five months’ notice, (2) 600 Preference shares of Rs. 
500 each, of which 374 have been subscribed, 170 by private 
persons and 204 by Central Banks and Societies. On each of 
these shares Rs. 100 has been paid up, Rs: 100 may be called 
up at any time at the option of the Directors and Rs. 300 
form a reserve liability only enforceable in the event of 
liquidation of the Bank. 

The Bank is a ‘Book Bank’ and keeps its cash with the 
Bank of Bengal. In spite of the fact that there was a consi- 
derable increase in the rate of interest (which at certain 
periods rose to 8 per cent) paid to the Bank of Bengal on 
advances, the Bank showed last year (1915-16) a net profit of 
over Rs. 6000 and has be^n able to raise its reserve to Rs. 
60GO which is a very creditable figure for So young an institu- 
tion. In his latest report for the year ending the 31st May, 
1916 the Registrar remarks — “As anticipated the Bank has 
supplied a real need. It has secured the position of the 
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Central Banks to whom this ready agency for finance is a very 
great asset. Capital in Bihar is shy and but for the Provincial 
Banl^ the question of financing the Central B'anks would have 
been a constant source of worry and anxiety to the Registrar. 
The Provincial Bank has altered the position altogether. We 
do not suffer from want of funds, but rather from superfluity.” 

III. The Bombay Central Co-operative Bank.— 

The Bombay Central Co-operative Bank was registered 
in 191 1. Fourteen thousand shares of Rs. 50 each have been 
issued and subscribed, and Rs 25 have been called up on each 
share. The bank is empowered to issue debentures up to the 
value of three times the paid up share capital subject to a 
maximum of 20 lakhs, and on these debentures Government 
guarantees a rate of 4 p. c., until they are redeemed. A 
sinking fund has been provided for at a rate which would 
entail the extinction of all debentures within not more than 
41 years of their issue. In view of the existence of this 
sinking fund, the bank has been exempted from the provi- 
sions of the Act requiring it to carry 25 per cent of its profits 
to reserve. A reserve of Rs6ooo is, however, maintained to 
meet possible bad debts. 

Loans are made to any registered co-operative society in 
the Bombay Presidency for periods varying from 9 months to 
10 years at a rate of 7 to 7t per cent according to the charac- 
ter of the borrowing society. The rate of interest chargeable 
on loans is limited by agreement with Government to a 
maximum of 8 per cent. Since the establishment of the 
bank a dividend has been paid at 6 per cent under the 
agreement with Government. Half of the profits in excess 
of the amount needed to pay this rate is refunded to borrow- 
ing societies in the form of a rebate of interest on loan. 

The Bank deals direct with all societies borrowing from 
it subject only to the restriction that every loan must be 
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granted with the previous sanction of the Registrar. For the 
purpose of assessing the credit of applicants tliree special 
Mamlatdars, selected from the Revenue Department, are 
employed under the Ragistrar, and paid half by the Provincial 
Bank and half by Government. They visit any society 
requiring a loan and prepare a valuation statement of the 
land held by members, which they submit to the Registrar 
together with a report on the general working of the society. 

The Registrar after referring to the audit note and the 
past record of the society transmits the papers to the Direc- 
tors of the Provincial Bank for ultimate decision stating the 
maximum up to which a loan may be granted — a figure 
which generally does not exceed one-third of the estimated 
value of the property. When the loan is sanctioned, the 
amount is sent direct to the society by R. T. R. The work 
of the Provincial Bank is carried on by an Honorary Manager 
with a staff of paid clerks under him. 

The bank is of the individualistic type, all but nine of the 
shareholders being private persons. Its directorate is elected 
by the shareholders and consists of leading business men 
resident in Bombay City, but does not include any persons 
sitting as representatives of societies. 

This is certainly not a very desirable form of constitution : 
it has been felt that some scheme should be devised to make 
this bank more co-operative in its constitution by making it 
compulsory for borrowing societies to become members of the 
bank. Mr. Ewbank has given four reasons for effecting this 
change. Firstly, the profits of the bank were absorbed by 
subscribing members who were not co-operators. Secondly, 
co-operators should have a voice in the matter of the Bank 
granting short-term loans instead of long-term loans. Third- 
ly, the Bank’s directors, not being co-operators, were unable 
to understand the difficulties of the societies. Fourthly, there 
was a probability that, not being members of the Bank^ 
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co-operators might be induced to regard it as an alien con- 
cern. Happily the directors have willingly fallen in with the 
idea of enabling societies to become share-holders and have 
undertaken to find shares for such societies as are anxious to 
purchase them. As the result of a circular issued by the 
Registrar, nine societies have already become members, and it 
is hoped that the same process will be continued till they 
have their own representatives on the directorate. 

IV. The Madras Central Urban Bank.— 

The Madras Central Urban Bank was registered in 1905, 
and organized originally as a Provincial Bank for lending to 
primary societies throughout the province and is now only dis- 
tinguished from other Central Banks by the fact that its loans 
are made over a wider area. 

' It lends chiefly to primary societies in districts where 
there are no Central Banks, but also it occasionally lends to 
other Central Banks on the security of the pro-notes of 
primary societies, and it lends to its own individual members 
on the security of their deposits. In no case does the Madras 
Central Urban Bank grant ca.sh credits. Loans to societies 
affiliated to Unions-are granted by it on the recommendation 
of a Union which, however, thereby incurs no financial respon- 
sibility. For every other loan advanced, it requires the 
Registrar’s separate recommendation. Before granting this 
the Registrar enquires into every application through his own 
staff and it is on this enquiry that the Provincial Bank chiefly 
relies. Asset valuation statements are prepared, and as a 
rule loans are not sanctioned up to more than ^th of the 
valuation of assets, though in some cases the proportion rises 
to ith. Propaganda work is done by the Government Ins- 
pectors and also, but to a smaller extent, by the staff of the 
Unions and 3 of the Central Banks. Organisation is usually 
done by Chief Inspectors. Propaganda work is not done by 
the Madras Central Urban Bank, 
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The shares are all ordinary shares held by individual 
shareholders (300 in number). There is at present no re- 
presentation of societies on the Board of Directors. Sugges- 
tions have, however, recently been put forward that the 
Madras Central Urban Bank should soon convert itself into 
an Apex Bank by so modifying its constitution as to admit 
of societies becoming share-holders and being represented 
on the Directorate. No field staff is maintained, but it 
is proposed shortly to employ 3 touring inspectors. An 
office staff is employed at a cost of Rs. 12,507, which is en- 
gaged wholly in accountancy and banking work. The bank 
receives no State subvention. 

V. The Upper Burma Central Co-operative Bank 

The Upper Burma Central Co-operative Bank which was 
registered in October, 1910, is not in the strict sense of the 
term a Provincial Bank, but it fulfils many of the functions of 
such a Bank. Nearly one thousand societies' are affiliated to 
it and its operations extend to the whole province. The 
membership consists of societies and individuals, the shares 
being valued at Rs lOO each. The funds of the Bank are 
provided almost entirely by means of long-term deposits 
repayable in from one to five years. The Bank receives no 
subvention from Government. 

It supplies money to the two existing Central Banks in 
the Pakkoku and Minobu districts, but outside those districts 
it deals with the Societies to whom loans are made on the 
guarantee of the unions and on the basis of the credit assessed 
by them. Money is advanced up to the amount sanctioned 
by the union solely on the responsibility of the Registrar, 
through whom all applications are made. He sends a requi- 
sition to the Manager of the Bank who has no discretion but 
to comply with it. The Provincial Bank exercises no 
audit or supervision, but new societies are only started 
within existing unions. 

4P 
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All Societies can vote as shareholders at general meetings 
and all Union Chairmen (some 113 in number) are ex officio 
members of the Committee. The directorate consists of the 
individual share-holders and such of the Union Chairmen as 
may be at Mandalay. The current work is done by a paid 
Manager, a European lawyer, on about Rs 1000 per mensem 
with 5 clerks. 

The entire control is, however, in the hands of the Regis- 
trar who, under the by-laws, requisitions all loans (unless he 
has sanctioned a cash credit for a society) ; fixes a maximum 
limit within which the bank may receive deposits ; approves 
the allotment of shares, all borrowings from outside and the 
investment of the reserve fund and ail drawings on it ; declares 
the annual net profits and sanctions any increase in the 
rate of interest charged to societies beyond 9 per cent. Be- 
sides this, as it may be called, statutory control and his legal 
power of audit and inspection, the Registrar actually decides 
at least the main principles on which deposits are to be taken. 
To all intents and purposes, he is the bank, yet his financial 
responsibility is nowhere defined, though it is stated in a 
leaflet issued by him that Government accepts no liability for 
the debts of the bank.* 


• (See an article on Th$ Uppir Burma Co-operative Central Bank by Mr. B.A. 
Qollins, I C.S., in the Nov«n)ber (1915) issue of the Bengal Co-optrativi fourn^h) 
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Financial details of the existing system.— 

The table below shows the working capital, as it stood on 
January ist, 1915, of the five banks mentioned and the 
sources from which this capital was obtained : — 



Bombay. 

Madras. 

Central 

Provinces. 

Burma. 

■HI 

Total. 


Rs. in 
lakhs. 

Rs. in 
lakhs« 

Rs. in 
lakhs. 

Rs. in 
lakhs. 

Rs. in 
lakhs. 


Shares 

384 

a‘oo 

2-93 

1-92 

m 

irar 

Deposits ... 

la'Si* 

23-34 

7*30 

21-50 


66*6i 

Loans 

... 

2-68 

1*48 

1 -16 


5 * 4 ^ 

Reserve Fund 

•18+ 

, 76 

-20 

•47 

Hll 

1-61 

Total 

16-53 

28-78 

11*91 

24-05 

3’63 

8490 


As regards share capital, only nine societies in Bombay 
have become shareholders, though an opportunity was 
afforded to them to subscribe to shares if they wished to, do 
so. In Madras, all the shares are held by individuals, and 
shareholding by societies is not contemplated in the by-laws. 
In the Central Provinces, too, practically all the shareholders 
are individuals, though some directors of Central Banks 
happen to hold shares. In Burma and Bihar, the number of 
individual shareholders is limited and the representatives of 
societies and Unions have a preponderating voting power 
both in the General Meeting and on the directorate. 

The deposits in these banks consist partly of sums 
received direct from individual members or the public and 
partly of funds passed on by Central Banks and societies. 


* Including debentures, 
t Including sinking fund 
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The amounts actually held from each of these sources on 
January ist, 1915 were as shown below : — 



DEPOSITS. 

Province. ’ 

From 

INDIVIDUALS. 

From Sociktib.* 

AND 

Central Banks. 


Lakhs. 

Lakhs. 

Madras ... 

20*89 

2*45 

Bombay ... 

1 1 69 

•82 

Burma ... 

20 60 

•00 

Bihar and Orissa 

1-83 

14 

Central Provinces ... 

6-59 

71 

Total 

6i*6o 

5*02 


The loans have been taken from Presidency and Joint 
Stock Banks and represent the portion owed on 1st January 
1915 of cash credits which these banks have granted. The 
Banks of Madras and Mandalay and the Provincial Bank of 
Bihar have been granted cash credits of 5, i and 4 lakhs 
respectively by Presidency Banks, The Provincial Bank of 
the Central Provinces has been granted a cash credit of ten 
lakhs and the Bank of Mandalay one of thirty thousand 
rupees by Joint-Stock Banks. 

The amount of liquid assets held by these banks is as 
follows ; — 



Cash. 

Government 

paper. 

Other 

securities. 

Undrawn 

cash 

credits. 

Madras ... 

•13 

1-40 

76 

2*31 

Bombay ... 

•12 

•09* 

... 


Burma 

... 

2 '84 

... 

"’•83 

Bihar 

... 

... 

.. . 

2 87 

Central Provinces 

••• 

•90 

... 

8-51 


* Dcbcniatc Sinking Fond. 
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VI. The Proposed Proviiicial Co-operative Bank for Bengal.— 

At the sixth Bengal Provincial Co-operative Conference a 
well-thought-out scheme for the creation of a Provincial Co- 
operative Bank was carefully elaborated by the Hon’ble Mr. 
J. H. Kerr. He pointed out one great obstacle to the further 
expansion of the movement viz., that, generally speaking, the 
village societies in the area covered by each Central Bank all 
wanted to draw their money and to repay their money at the 
same time, and there was consequently a slack season of the 
year when the Central Banks, which finance the village 
societies, found it difficult to utilize their capital profitably ; 
the only remedy for that was to give them access to a wider 
market, and it was one of the advantages of the Provincial 
Bank that it would provide for that difficulty. The following 
is a brief outline of the proposed scheme for a Provincial 
Co-operative Bank for Bengal — 

It will consist partly of preference sharehplders and partly 
of the Central Banks, who will occupy the position of ordinary 
shareholders. The Provincial Bank will lend only to its 
ordinary shareholders, but the preference share-holders will 
rank above the ordinary share-holders in tjhe matter of divi- 
dends. Half the Bank’s shares will be preference shares and 
half will be ordinary shares. The preference shares will be 
fully paid up, and the preference share-holders will have the 
first claim on the profits, after 25 per cent has been set aside 
for the Reserve Fund in accordance with the Co-operative 
Societies Act and will be entitled to a dividend up to 
6 per cent. Thereafter the ordinary share-holders will be 
entitled to a dividend up to the same amount, and finally any 
balance remaining will be devoted to raising the dividend 
on all shares equally up to a maximum of 7^ per cent. 
Any surplus will be devoted to the general purposes of the 
Bank. The Bank will have power to accept deposits and 
to issue debentures so far as is necessary for the purposes 
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of its work, up to a maximum of ten times its subscribed 
capital. 

The reasons for keeping the scheme in abeyance for the 
present are thus set forth by the Registrar of Co-operative 
Societies, Bengal, in his Report for 1915-16: — 

“The question of the inauguration of a provincial bank for 
Bengal came up for consideration again this year, and it was 
decided after mature deliberation that the proposal should, for 
the present, be kept in abeyance. In the first place, the time 
is hardly opportune for placing the scheme on the market ; 
secondly, the difficulties which were experienced in financing 
the central banks at the early stage of their existence, which 
led me first to put forward the proposal in 1914, have disap- 
peared. The majority of the central banks at present find 
no difficulty in raising their requirements locally. The 
question with regard to most of them is how to employ profi- 
tably their idle money during the slack season. There is 
scope for a small provincial bank, but although it has been 
found possible to start such banks on a small scale in Banki- 
pore and Jubbulpore, to do so in Calcutta, where it will have 
to face the competition of well-established joint-stock banks, 
is a different question altogether. It is doubtful also whether 
a provincial bank on a small scale will be able to solve the 
problem of idle money in central banks. We must wait till 
the requirements of the local central banks outgrow 
the local sources of supply, and till we are in a position 
to face the Calcutta money market with a more solid 
combination of co-operative societies. The Committee 
on Co-operation have recommended that the fluid resource 
of the movement should be concentrated in the pro- 
vincial bank. The fluid resource will undoubtedly be more 
effective if it is maintained at the apex of the movement, 
and in this way a provincial bank for Bengal will be very 
useful. Every central bank is now trying to build up a fluid 
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resource and I have no desire to embarrass the central banks 
by superimposing on them a higher organisation just when 
they are emerging from boyhood to adolescence and feeling 
all the strength of youth in them.” 

VII. The Proposed Provincial Co-operative Bank for the United 
Provinces.— 

The subject of a Provincial Bank which has been engaging 
the attention of all the District and Central Banks in the 
United Provinces for the last two.,or three years came up for 
discussion at the eighth Provincial Co-operative Conference 
held at Lucknow. There is a unanimity of opinion as to the 
indispensable need which exists for such an organisation 
and it is admitted that the function of the bank should be that 
of a balancing institution as well as of a financing organisa-. 
tion. But opinion is divided on the question of a State 
guarantee : some consider it to be essentially necessary for 
the success of the scheme : others, who are in the majority, 
think that when the existing District and Central Banks can 
raise enough money without guarantee, the Provincial Bank, 
being undoubtedly in a much stronger position, would be in 
less need of such a guarantee. The whole question is 
now being examined by the U. P. Government in the light of 
the discussion at the Conference. The following remarks on 
the subject in Sir James Meston’s presidential address at the 
said conference are worth quoting in this connection — 

“The provincial bank is to my mind an institution which 
carries with it the greatest possible hope. It has its dangers, 
but those dangers, I am sure, are capable of being circum- 
vented. It will fulfil two very necessary functions in your 
organisation. In the first place it will equalise the use of 
your funds. It will prevent money lying stagnant at one 
time of the year and being at a fabulous price at other seasons. 
It will avoid one central or district society having a great 
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deal more money than it wants and others starving at the 
same time. That is one function. The other function is 
that the provincial bank will in time absorb capital which 
is at present doing no good to the country. I do not 
speak of the capital of the village money-lender. Your 
local societies are trying to annex that. But I am think- 
ing more of the capital in the hands of wealthy gentle- 
men who do not know how to put it to the best use. 
,I would like to see it put into industries, agriculture and half 
a dozen excellent things. But there is plenty of money to 
go round and what the, provincial co-operative bank is going 
to do is, I hope, in time, to get a substantial share of the 
money that is at present squandered in litigation and various 
other ways and employ that money for the strengthening of 
the agricultural popule,tion and for the infinite welfare of this 
country.” 

The following opinions and recommendations of the 
Maclagan Committee on the subject of Provincial Co-opera- 
tive Banks demand careful attention — 

It is necessary that a Provincial Bank should be started in each of 
the major provinces. 

The Provincial Banks should not be started on an extravagant or 
unnecessarily large scale. 

Share capital surplus assets fund should not be less than one-tenth 
of total funds borrowed from outside. 

Societies and Central Banks should be represented in the manage- 
ment of a Provincial Bank and should be placed in such a position that 
they are able within a reasonable time to secure a majority of votes in the 
general meeting. At commencement individual shareholders may have a 
preponderating influence. 

It is not, however, necessary that societies and Central Banks should 
have a dominating voice on the Directorate of the Provincial Bank. 

Shares should ordinarily be of one class. Reserve liability is not 
advisable on individual shares but is unobjectionable on societies’ shares. 

All Central Banks should be affiliated to Provincial Banks, but where 
there is no Central Bank a Provincial Bank may lend direct to primaries^ 
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Deposits fixed for longest possible terms should be secured. 

Deposits at call should be covered to 75 per cent of their amount by 
fluid resources. 

No prohibition should be placed on savings deposit accounts. 

Provincial Banks should not place too much reliance on cash credits, 
and should strive to accumulate good reserves and strong holdings of 
liquid securities in order to be more independent. 

The Provincial Bank should maintain a fluid resource sufficient to cover 
all possible demands against itself for a period of one-third of the ensuing 
year together with all the possible liabilities to be met by any affiliated 
Central Banks for which it has undertaken to provide within the same 
period. For this service to Central Banks it should charge a com- 
mission or higher rate of interest. It will be found convenient to con- 
centrate the whole fluid resource at the apex of the system. 

Provincial Banks should be prohibited from undertaking outside bank- 
ing business, except in so far as it is necessary to deposit spare funds for 
short periods in outside institutions. 

A Provincial Bank may legitimately be reluctant to lend its superfluous 
funds to another Provincial Bank unless the borrowing bank has suffi- 
ciently proved its credit-worthiness, and the lending bank is able itself to 
examine and verify the financial position of the borrower. 

A separate audit of the accounts by a Chartered or Incorporated 
Accountant authoiised by the Registrar is desirable. The whole expense 
of it should be borne by the Bank. Further duties of supervision and en- 
equiry appertain to Registrar and cost is debitable’ to Government. 

Provincial Banks should submit the same returns as Central Banks ; 
and should be supplied by the Registrar with copies of all returns received 
from affiliated Central Banks. They should publish and distribute to 
shareholders and depositors annual balance sheets and reports. 


41 



CHAPTER XVIII. 


NON-CO-OPERATIVE AGRICULTURAL BANKS vs. 
CO-OPERATIVE CREDIT INSTITUTIONS. 

In an article in the first number of the Indian Jotirnal of 
Economics the Hon’ble Mr. D. E. Wacha advocates the esta- 
blishment of agricultural banks with a certain amount of 
state assistance, and asserts that they alone can solve the 
problem of agricultural indebtedness. The writer’s convic- 
tion is that no possible “number of credit co-operative socie- 
ties of the character now instituted .... would be of any 
avail, if it really be our aim and object, once for all, to relieve 
agricultural indebtedness.’’ As a signal proof of the ability 
of banks to wipe but agricultural indebtedness the history of 
the Agricultural Bank of Egypt is narrated and is mainly 
relied on. Pronouncements coming from such a veteran 
publicist as Mr, Wacha deserve to be respectfully and sober- 
ly considered and to be widely discussed. 

Mr. Wacha observes in one place that it is not the object of 
his paper to criticise the merits and demerits, whatever they 
may be, of the “new-fangled” co-operative societies. But 
evidently he holds them in small respect and prophesies 
boldly that “their constitution, the method and manner of 
their working and the new control and grip which the Govern- 
ment are going to have over them, all these must eventually 
toll their death-knell”. According to him the same fate that 
has befallen the takavi advances and the efforts to relieve the 
Deccan agriculturist is bound to overtake the agricultural 
credit societies. 

In order to make up one’s mind about Mr. Wacha’s proposal 
one has to consider whether the history of agricultural banks 
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shows that they alone can so materially reduce agricultural 
indebtedness as to make co-operative banks superfluous. One 
must inquire further into the measure of success achieved by the 
Egyptian Bank and into the degree of resemblance between the 
Egyptian project and Mr. Wacha’s idea. It may also be asked 
whether co-operative unions and central banks may not per- 
form the same work as the proposed agricultural banks. Any 
difficulties in the way of starting and working these banks 
may be then examined. Lastly one should consider whether 
co-operation brings with it other economic, moral and 
and political benefits which it would be unreasonable to ex- 
pect from mere “agricultural banks.” 

A preliminary objection might be raised to the ideal put 
forward which is said to be “once and for all to relieve agri- 
cultural indebtedness.” There is a rhythm pervading all 
economic affairs and no class can keep itself permanently out 
of debt — least of all the agricultural class with its liability to 
suffer from bad seasons and famines. The ideal set up is as 
practicable as the socialist ideal of equalization of property ; 
the truth being that the moment after fortunes have been 
arbitrarily equalized the process tending towards inequality of 
property will start again. To say that all agricultural debts 
can be removed is only a little less fallacious than to say that 
all debts could be abolished. The debtors, like the poor, are a 
class which we shall always have with us. 

Let us first study the lessons to be derived from the history 
of “agricultural banks.” The case of Egypt, which Mr. Wacha 
has emphasized, will be dealt with a little later ; but the 
history of agricultural banks is a long and instructive one, and 
not in any way confined to the small and late Egyptian ex- 
periment. A great many countries in the world have possessed 
not only individual agricultural banks but whole systems 
of them, but nowhere have they either abolished all agricul- 
tural indebtedness or made co-operative credit institution? 
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• 

superfluous. A few examples will illustrate this statement. 
Germany possesses numerous agricultural banks. There are 
the Landschaften, i.e^ societies for lending money on farm 
mortgages, which have earned high praise. Mr. Herrick (late 
Governor of Ohio and Ambassador to France) says of them : 
‘•The Prussian Landschafts are generally recognized as nearly 
perfect with reference to organization and administration, 
while it is also believed that if their business methods were 
modernized and made less cumbersome, they would 
be the best institutions in Europe for according long 
time credit on large or small farms.”* Besides the Lands- 
chafts there is a long array of other agricultural banks. There 
are the Land-credit banks which are institutions which aim 
at obtaining cheap money for all citizens who have good 
lands to offer as security. There are the Land-improvement 
annuity banks to lend money for land improvement projects. 
Fourthly, there are the general commissions and rent charge 
banks with the object of lending money for creating home- 
steads for small holders. Nor does this exhaust the classes 
of agricultural banks in Germany. The Savings banks, the 
Insurance institutions and smaller land-credit banks offer 
these services to the agriculturists by buying up his mort- 
gages. All these institutions cater for the agriculturists, and 
each class is adapted to the requirements of a different class 
of cultivators and to meet some special need of the agri- 
cultural community. Yet has this formidable array of insti- 
tutions wiped out agricultural debts or hindered the growth of 
co-operative institutions ? Far from it ; Germany has tarried 
rural co-operative organization to the highest pitch, and 
there are more than 17,000 co-operative societies in that 
country. Professor Pope tells us that “in Germany the 
greater part of the personal credit of the owners of small and 


* “gural Credits" hy M. T, Herrick, p, 22 ^. 
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medium sized farms is furnished by the Raiffeisen co-opera- 
tive banhs”.* 

There is no intention here of denying the great services 
rendered to Germany and Austria by the “provincial banks” 
of these countries. But it should be noted, in the first place, 
that these banks are state-owned and do not aim at profits ; 
in the second place, they do not compete with co-operative 
institutions but merely supplement them. The co-operative 
banks furnish personal or short-time credit, while the “pro- 
vincial banks” grant mortgage credit or long-time credit 
( mostly for financing land reclamation or improvement 
projects. I 

France too has tried the experiment of agricultural banks 
for more than half a century. It has worked on a highly ceiv- 
tralised system and has endowed the Credit Foncier with 
important privileges including the powers of sequestration 
and expropriation. But this appreciation of agricultural 
banks has not prevented France from throwing itself vigor- 
ously into the movement for co-operative credit, and its ex- 
perience in co-operation has furnished valuable lessons to 
the world. At first France tried its usual policy of centraliza- 
tion in the co-operative organization, but it proved a failure. 
“Since then decentralization has been recognized as the true 
principle, and the systems since formed for independent 
farmers capable of taking care of themselves have been 
constructed on the idea of building up from the ground and 
creating credit facilities at the very door of the farm homes." 
Another authority — Mr. Morman — observes to the same 
effect : “Formerly the idea prevailed among French 
statesmen that agricultural credit could only be established 
by the formation of a great central bank from which credit 
would flow out to all the local credit centres. But when 
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the Government of France finally took up in earnest the 
question of agricultural credit it was planned on an entirely 
different principle. It was decided that rural credit should 
begin with the lowest group ; that the agricultural co-operative 
society should form its own credit bank which should grow 
upfront its own activity^* (The italics are ours). The 
second lesson which France has to teach is that lavish state 
help is only a burden to the co-operative organization. There 
are two systems of co-operative credit banks in France — tho.se 
receiving direct aid from the Government and those working 
with their own capital— and, of the two, the latter class 
has proved far the more successful. As Mr. Herrick observes, 
“state aid which has been so lavishly extended in France 
has registered a conspicuous failure.” The salvation of 
the agricultural community is not to be achieved by outsiders. 

Italy also has organized a system of excellent agricul- 
tural banks, yet it is there that Luzzatti originated a new 
type of people’s bank, while Wollemborg implanted a new 
system of rural credits especially adapted to Italian condi- 
tions. Italy possesses more than 2,000 co-operative banks 
organized on the Raiffeisen system. In Austria-Hungary, 
in Russia, in Roumania and indeed in all continental countries 
there exist both “agricultural” and co-operative banks — the 
latter a more recent and progressive growth in each case. 
Japanese conditions might well be of particular interest to 
India. Japan has no lack of agricultural banks— there is a 
central land-credit bank, besides 46 local banks, and there are, 
besides, regional agricultural banks for Saghalien, Formosa 
and Korea. This great growth of agricultural banks has not, 
however, enabled Japan to do without the modern co-opera- 
tive societies. That country had, indeed, in the Hotokusha 
an older form of co-operation. But since 1909 Japan has 
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introduced co-opetation of the European kind. In three 
years it had achieved wonderful progress, for in 1912 there 
were 9,349 co-operative societies with one million members 
and thirty federations. In Japan co-operative societies are 
of four classes — credit, purchase, production and sale. The 
scale of their operations can be judged from the fact that the 
three sales-societies in the silk-producing areas had total 
sales amounting in 1914 to over 70,00,000 rupees. Prof. 
Hamilton observes that “there is sure to be a development of 
co-operation in Japan which will be of the highest interest to 
those who believe in co-operation for India and are striving 
to encourage its growth”. , 

The whole history of agricultural banks thus shows that 
the demand for loans is much larger than can be met by non- 
co-operative agricultural banks. There is a limit to the 
influx of outside loan-fund or floating capital which can be 
attracted into the field of agriculture. There is a proportion 
naturally fixed — we may call it an equilibrium — between the 
capital employed in agriculture and the capital otherwise 
employed and it is not possible very greatly to increase the 
former at the expense of the latter. An excellent illustration 
of this is supplied by Prof. Pope, whom we quoted above, 
who remarks that “in Europe, despite the favouring condi- 
tions, the farm debenture bond finds a market with difficulty 
owing to the competition of other securities, z.e., the agricul- 
tural banks cannot attract capital owing to the competition 
of industries.” So also the Director of the Landschaft of 
Halle writes that “the development of industry has produced 
a condition whereby these bonds are not as generally accept- 
able as before .... At the present time, therefore, 
there is greater difficulty than before in. placing the bonds”. 
Thus we see that the supply of capital in the hands of 
agricultural banks falls very much short of the det||and, and 
the wiping out of all agricultural indebtedness by these banks 
is quite out of the question, 
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We now come to consider the Egyptian experiment with 
an agricultural bank on which Mr. Wacha relies so much. 
Looking up the Administration Reports of Egypt and Sudan, 
we find that even the Egyptian officials and administrators 
claim only a moderate and modified measure of success for 
the Agricultural Bank of Egypt. Thus we read in the report 
of 1902 : “When I say that a certain degree of success has 
been attained in Egypt, I really mean that, under the new 
system, it is clear that the fellahin are anxious to borrow, and 
that arrangement for advances and recoveries has worked 
well. Before it can be said that the system has been com- 
pletely successful, it has to be shown that the fellahin are not, 
generally, making use of their improved credit to contract fresh 
debt at ruinous rates of interest.” (The italics are ours). 
Complaints also appear in the Report of 1899 that “the 10 
per cent, interest charged is too high a rate of interest to 
charge, as the fellahin can often obtain loans at that rate from 
the local money-lenders.” 

The sysjem of lending by the Agricultural Bank of Egypt 
has also the disadvantage, noticed by Mr. Wolff, that “it 
precludes control of the borrowing, which in a country like 
Egypt is desirable for the borrowers’ own sake”.* Some of 
the money lent without such control is no doubt wasted. It 
is only under the co-operative system of credit that a good 
part of the money borrowed by the fellahin is not likely to be 
put to non-productive uses. In his work called “La Situation 
Economique et financiere de 1 ’ Egypte”, Prof. Arminion of 
the Khedivial Law College asks ; “For what then does all 
this enormous capital distributed by the Agricultural Bank 
of Egypt serve ? Too often it is used for purposes of no 
advantage to agriculture, for example, for some festival, or to 
relieve a young man from doing military service”. We read 
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further on the same subject : “The financial Council of the 
Bank recognises that the difficulty that the debtors experience 
in fulfilling their engagements, depends in too large a number 
of cases, upon the improvident use they make of the money lent. 
The practical conclusion from the observation would be only 
to grant loans on condition of their being invested in a re- 
munerative manner. But it is evident that a bank cannot 
proceed to verify the use that 250,000 customers make of the 
capital they borrow. It is perhaps possible to find a solution 
in the constitution of co-operative credit societies to act as 
intermediaries between the Bank and the farmers ; their 
guarantee would preserve the Bank from all risks of loss and 
on the other hand they would contribute to attain the end of 
not giving any loan which would not benefit the farmer. In 
fact M. Arminion and many other competent persons observe, 
such an office might be perfectly discharged by the board of 
management of a co-operative society, the rpember of which, 
while bound by their joint and several liability, know one 
another and can control each other.” 

But has the agricultural Bank of Egypt succeeded in wip- 
ing off tiie debts of the fellaheen ? By po means. “By its 
own unaided efforts, certainly, the Agricultural Bank of Egypt 
cannot provide for the needs of all the peasant farmers, the 
number of whom is extraordinarily large.’^ Irrefutable proof 
is given of the heavy rural indebtedness still existing in Egypt 
by no less an authority than Lord Kitchener in the Report of 
the Finances and Administration of Egypt in 1913. He had 
wisely appointed a commission to compile an accurate return 
of the debts of the poor fellaheen, and on the basis of that 
report he speaks of the “appalling weight of the debt to be 
borne by the poorest class of cultivators of the soil in the 
country.” So much for the claim that “a beneficent change 

* Bulletin of Economic and Social Intelligence, Rome : 1911, Mareh 
pp, 166 — 67. 

42 




330 THE CO-OPERATIVE MOVEMENt IN INDIA. 

has come over the fellaheen since the bank opened its 
doors.” 

Secondly, has the success of the Agricultural Bank of 
Egypt been such as to make co-operative credit institutions 
unnecessary ? The answer, is again in the negative. As 
Mr. Wolff puts it, “the demand (for loans) has outgrown the 
capacity of supply of the Agricultural Bank”. By 1910 the 
first co-operative society was founded in Egypt. Even in the 
absence of the legislation for facilitating the formation of such 
societies the movement has spread, and in 1912 there were 
nine co-operattve societies. These beginnings of co-operation 
were appreciated by the greatest of Egyptian rulers — Lord 
Kitchener — who gave the movement his official benediction in 
the Administrative Report of 1913. He observed : “The 
possibility of successfully working such (co-operative) system 
in Egypt and the advantages to be obtained by it have been 
demonstrated by experiments in several villages throughout the 
country. The creation of a Ministry of Agriculture has great- 
ly facilitated the development of village syndicates, as the new 
Ministry will be able to supervise and assist the agricultural 
operations which the co-operative societies will undertake in 
the villages. Undoubtedly the principal factor on which 
their success will depend will be the degree of facility with 
which they are able to obtain advances of money at cheap 
rates. Such rates can only be obtained by establishing syndi- 
cates on the legal basis of registered civil companies, and by 
placing their finances under the supervision of the Finance 
Ministry. As soon as legislation on these lines has been 
enacted we may hope to sec a considerable development of the 
application of the co-operative principle to agricultural life in the 
villages. The help thus afforded to the smaller cultivator will 
be of great value as soon as the direction of the village 
syndicates has been rendered thoroughly reliable both as 
regards (Js operation and its finances.” 
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Indeed the official opinion in Egypt seems now to have 
veered round completely on the side of co-operative credit' 
institutions. In his note on the Budget of 1913 the Egyptian 
Financial Adviser remarked : “The best guarantees for the 
proper limitation and employment of agricultural credit are 
those provided by the co-operative system” ; and Lord 
Kitchener observed that he was “entirely in agreement with 
his adviser”. That after nearly twenty years of experiments 
with State-loans and agricultural banks, the Egyptian Govern- 
ment should decide so whole-heartedly in favour of co-operative 
banks is a signal triumph for the advocates of co- operation. 

But even had the Agricultural Bank of Egypt achieved far 
greater success, that would not have made out Mr. Wacha’s 
case. The two schemes are widely different. Mr. Wacha 
wants Indian capitalists to take their courage in both hands, 
and start provincial banks which are to be private enterprises. 
But “the Agricultural Bank of Egypt* • • is supported and 
controlled by the State. About one-third of its share are 
owned by the National Bank which stands in close relation 
with the Government.”* This is not Mr. Wacha’s aim who 
says, in the spirit of a bold and self-reliant individualism, 
which does him great credit, “private enterprise alone is 
needed”. Moreover, the Agricultural Bank of Egypt was 
founded by European capitalists, whereas Mr. Wacha relies on 
his provincial banks to work with local capital. Thus the two 
schemes are radically different, and no inference can be drawn 
from the fortunes of the one to the prospects of the other. 

Coming to the next stage of our argument it may be urged 
that everything that is useful in the “agricultural bank” scheme 
is already to be found in the co-operative credit system, which, 
through its central and provincial banks, can draw what capital 
is necessary from outside sources. Moreover, the co-operative 
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central banks can offer better security to the lender ; for while 
the “agricultural banks” are only backed up by the proposed 
Government guarantee, the co-operative central banks have not 
only a similar Government guarantee behind them but also the 
joint liability of the local banks and their members. A very good 
example of this is found in the co-operative system of Italy, In 
1913, “the capital and reserves of the Italian co-operative banks 
totalled $600,000. The deposits amounted to about $20,000,000 
most of which came from outsiders”. (Herrick) In Prussia about 
a third of the money at the disposal of the co-operative banks 
is borrowed from non-members, and in India more than half 
the capital of the central co-operative banks is obtained thus. 
But the co-operative banks have got other resources. While 
utilizing outside funds so far as necessary, the co-operative 
system stimulates thrift and thus creates new capital which 
did not exist before. The “agricultural banks” can only 
transfer existing capital, but the co-operative banks create new 
capital by awakening the thrift of agricultural classe.s. If the 
saving power of the vast agricultural masses is not thus 
stimulated, it would need a vast transfer of non-agricultural 
capital to agricultural purposes in order to reduce sensibly the 
load of agricultural indebtedness. Since Egypt requires many 
millions even to make .some impression on its debts, India 
will require many times larger sums to shake off its much 
larger incubus. The proposal for starting “agricultural banks” 
has besides been brought forward at a particularly un propiti- 
ous time. After the present war India will have to rely 
mainly on its own resources for its ordinary supply of capital 
and the amount of local capital will fall very far short even of 
the usual demand. To require it further to attack the stupend- 
ous problem of agricultural indebtedness seems to be a hope- 
less enterprise. How many millions, does any one think, can 
for some years to come, be raised in India by an offer of a 
3 per cent, guarantee? 
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Those who talk of such a stupendous extension of banking 
in India as to take over in a few years all agricultural debts 
are underrating seriously the manifold difficulties in the way of 
the extension of banking. The history of banking shows that 
healthy financial development is necessarily slow. India 
has very recently had an experience of the results of too 
rapid a growth of banking. The capital and debenture bonds 
of the proposed agricultural banks would require many 
millions, not to speak of the great development of financial 
talent and business honesty needed for the safe progress of such 
an enterprise. An unprecedented growth of banking ability 
and resources would thus be required from a backward and 
conservative country. It is only a heroic assumption that the 
Mahajans would, on the formation of such banks, turn over 
all their capital to them. On the other hand, so far as possible 
the local co-operative banks and unions are beginning the 
work of annexing both the Mahajan's capital and local 
boards. They have greater facilities for the task, a.s, naturally, 
local concerns and enterprises can attract local capital with 
greater facility than distant provincial enterprises. 

Some of the difficulties in the way of non-co-operative 
agricultural banks may now be considered. Mr. Wacha 
proposes that Indian capitalists .should start an agricultural 
bank in each province. To this it may be objected that the 
provincial banks so started will be too distant from cultivators 
and will have great difficulty in judging whether particular 
cultivators or schemes deserve to be encouraged by grants of 
loans. Even co-operative banks have failed to produce the 
maximum good of which they are capable when they have 
assumed to deal with large districts, as has happened in 
Russia. Banks conducting operations in large districts cannot 
possess a proper knowledge of their clientele. 

Dufficulties will also be encountered by the agricultural 
banks owing to the nuniber and complexity of the land tenures 
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of India. In some parts of India the land virtually belongs to 
the cultivator, in other parts he is a mere tenant, in still other 
cases he is only one member of a large proprietary body. 
Thus the security for the loans of the agricultural banks will 
differ immensely in value, amounting in some cases to the 
whole value of the farm, in other cases to mere nothing, and 
the loan system will have to be administered in the midst of a 
wide variety of circumstances, while the system will not possess 
that adaptability to circumstances which co-operation can 
show. 

And here a protest may be registered against Mr. Wacha’s 
proposal to employ the tax-gatherer to collect the interest or 
the principal of the loans made by the agricultural banks. 
As Sir Frederick Nicholson says, “it would develop, in a high 
degree, the habit of attempting to overreach and defraud that 
entity vaguely known as ‘Government’, which is usually 
credited with unlimited means and with the ability to overlook 
individual debts ; it would add the odium of bailiff to that of 
the tax-collector— odio vectigali odium fenebre”. The state 
will not increase its popularity by constantly and increasingly 
appearing in the guise of a creditor. But, above all, for the 
tax-gatherer to be constantly liquidating the debts of culti- 
vators under the threat of attachment is to place the agri- 
cultural community in a quasi-insolvent status annually and 
to declare it unfit for ever to manage its own business affairs. 
To be thus kept perpetually in statu pupillari is sure to have a 
degrading effect. 

Besides helping to alleviate the burden of agricultural in- 
debtedness, co-operative credit institutions offer important 
collateoral advantages both to agriculture and industry which 
are entirely outside the range and programme of “agricultural 
banks”. On these collateral benefits Mr. Herrick observes : 
“The only difference which can exist between the interest 
rstes of a co-operative credit society and an ordinary bapk 
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comes from the economies effected in the former by not paying 
large salaries or sharing profit with outside stock-holders or 
third parties. . . Besides the reduction of interest rate on 

loans resulting from the saving of expenses, it offers, other 
advantages of a more important character by acting as the 
business head or financial centre of all activities in the neigh- 
bourhood. It either makes collective purchases or sales for 
members, as in the case of the Raiffeisen credit societies, and 
thus enables them to obtain supplies at wholesale prices and to 
dispose of their products without paying commissions to 
middlemen ; or else, as in the case of French syndicalism, the 
credit association or its members form other associations con- 
nected with it for these purposes.” He might have added 
that genuine co-operative banks possess a vital principle which 
alone could have brought about tliat wonderful adaptability 
to the very diverse local circumstances alfover the world which 
co-operation has shown for several decades. If has also shown 
its power not only to help agriculturists but to serve the varied 
needs of many other classes. There are co-operative non-credit 
societies helping industry and trade in numerous ways. There 
are, on the basis of co-operation, sale societies, insurance 
societies, irrigation societies, dairy locieties, employees’ socie- 
ties, societies for mill-hands and other varieties almost in- 
numerable. Surely the “agricultural banks” can never even 
aspire to serve all these classes and their needs. 

Nor can agricultural banks bring with them that moral, 
educational and even political progress which has followed in 
the wake of co-operation. Its value as a teacher of morality is 
best seen from what happened in the case of Switzerland. 
“Necessity did not bring co-operative credit into being in 
Switzerland. It was started because of its moral effect in 
teaching farmers to be their own bankers and to be mutually 
responsible for one another.” About its merits from the poli- 
tical point of view, H. E. Lord Carmichael has observed : “In 
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future these societies will take the place of the old village 
institutious which once existed in India, and I am sure I am 
right in thinking that if they do so, there will be a great change 
for the better in the administration of the country.” So also 
such a distinguished administrator as the Hon’ble Mr. P. C. 
Lyon has remarked : “It is recognized now on all sides that a 
successful village society means a far step forward in educa- 
tion and local self-government in its most attractive form.” 
These wise statesmen have discerned that decentralisation 
and federation are the watchwards of the world-politics of the 
future and that local, central and provincial co-operative socie- 
ties afford excellent discipline on both lines. The body- 
politic like the healthy natural body should consist of healthy 
cells, and co-operative work serves as a tonic to the village- 
systems, which are the cells of which a country is composed. 

It is hardly right to call co-operative societies “newfangled 
societies” There is enough material, indeed, for a monograph 
on the antiquities of co-operative credit. In India forms of 
mutual credit and co-operation have existed for centuries. 
Russia had its artels and other forms of co-operation. The 
South-Slavs especially the Croats had such societies for ages 
past. Austria possessed co-operative dairies even in the 
Middle Ages. The annals of Japan, Sweden and Switzerland 
show the same co-operative tendencies. Thus, the usage of 
centuries has shown the importance of co-operative credit. 

We may sum up our argument thu.s — the history of agri- 
cultural banks does not show either that they can wipe out 
agricultural indebtedness or make co-operative credit institu- 
tions superfluous. Secondly, Mr, Wacha’s scheme is not on all 
fours with the Egyptian plan and such success as the latter 
has attained cannot be cited in favour of the former. Indeed 
the Egyptian Government has itself been converted to the cult 
of co-operation. Thirdly, that provincial co-operative banks 
and unions are already working to secure the necessary outside 
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capital for the agricultural class and that the establishment of 
another set of provincial agricultural banks is superfluous. 
Fourthly, it is very doubtful whether under the present cir- 
cumstances and in the absence of a stimulation of thrift 
through the spread of co-operation, an extension of banking 
can take place large enough to reduce sensibly the agricultural 
indebtedness in India. Lastly, ‘%gricultural” banks lack the 
vital principle of co-operative banks, which renders the latter 
such excellent institutions 'for conferring economic, moral, 
educational and even political advantages. Non-co-operative 
agricultural banks may to a certain extent supplement, but 
they can never supplant, co-operative credit institutions. 
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CHAPTER XIX. 

CO-OPEBATION AND PUBLIC AID. 

Pfivllegw oi Go-ojwrative Societi«B.-- 

The following is a list of the special privileges conceded 
to Co-operative Societies registered under Act II, of 1912. 

0 I. Free annual audit by the staff of the Registrar. 

2. Prior claim over other creditors to enforce recovery 
of the Society’s demands in certain cases. 

3. Shares or interest of members not liable to attach- 
ment by a Court of Justice. 

4. Copies of accounts, certified by any officer of the 
Society, admissible as evidence in Courts. 

5. Exemption from Income Tax. 

6. Exemption from Stamp Duty. 

7. Exemption from fees payable under the Registration 
Act. 

8. Exclusive use of the term ‘Co-operative’, 

9. Remittance Transfer Receipts obtainable at par for 
remittance between Societies or branches of Societies.. 

10. Refund of money order commission on remittances 
by postal money orders between societies and their financing 
agents or wholesale purveyors. 

11. (In Bombay) Exemption from the Deccan Agricul- 
turists Relief Act except from Sections 2 and 21. 

12. Postal Savings Bank facilities (in Bombay). — 

{<%) Societies may open public accounts. 

> {b) Head and Sub-post-masters may open such 
accounts at once in anticipation of sanction. 

(<r) Societies may withdraw sums up to Rs. 3,000 from 
their accounts on 3 days’ notice at all head- 
quarter post offices and on 7 days’ notice from 
other post offices and sums up to Rs. 10,000 from 
all post offices on lo days’ notice. 
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13. (In Bombay) Takavi advances obtainable by mem- 
bers of Societies through their societies. 

14. (In Bombay) deposit of strong boxes in Government 
Treasuries in certain cases. 

Existing Rules regarding participation of OoTernment Servants 
in the C!o-operative movement— 

The general rules of Government regulating the conduct 
of its servants in relation to Co-operative Societies are fairly 
elastic. In general anf Government Servant may take 
shares or make deposits in a co-operative institution except ip 
case of (i) members of the Indian Civil Service who may 
only do so outside their own province and (2) members of 
the Provincial and Subordinate Civil Services who may do so 
with special permission, but may be precluded from serving . 
in the district in which their investment has been made. 
Local Governments are at liberty to modify these rules and 
have in some instances availed themselves of this power. In 
Burma, for instance, any Government Servant may take 
shares or make deposits in the Provincial Bank, and in 
Madras, the Central Provinces, and Bihac and Orissa, there 
are no restrictions on investments or deposits in Central 
Banks or the Provincial Bank. 

Circumstances differ in different tracts and some diversity 
of practice may be permitted. If provision is made to 
minimize undue official influence, the movement should not be 
deprived of the moral and financial support which Government 
servants give it. In Europe there are few or no restrictions 'on 
the dealings of Government servants with Co-operative 
Societies, and if precautions are taken to see that all 
proceedings are public and that societies are thoroughly 
supervised, the need for special restrictions is gpreatly 
diminished. Tested by these considerations the existing rules 
appear on the whole to be well devised. 
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The relation of District officers to the moToment.— 

In their Resolution of April 29th, 1904, the Government 
of India laid down that while the immediate charge of 
societies once started should devolve on the Registrar, District 
Officers should help in initiating the movement, and after 
societies had been formed, should give them their active 
sympathy and support. In their Resolution of 1914, again, they 
pointed out in some detail that while it was no part of the 
duty of a District Officer to intervene in the internal adminis- 
tration of societies, it was important that he should recognise 
that they constituted a new factor in tlie adminfstration which 
could not be disregarded, and that it was his business to keep 
in the closest touch with them, allowing them neither to 
languish for want of sympathy or develop in undesirable 
directions through want of vigilance. A similar line was taken 
by the Bengal Government in a circular issued in August 
1911, in which it was stated that, while the Collector should 
not inspect or control or personally organize societies, he should 
acquire knowledge of the movement and evince his willing- 
ness to help it forward, more particularly in such matters as 
the recruitment of ' Honorary Organizers. The instructions 
thus given as regards the general attitude of the District 
Officer to co-operation are in the opinion of the Maclagan 
Committee, clear and consistent, and they express their entire 
agreement with them. 

Public deposits.— 

“ The shares and deposits of co-operative institutions are 
not at present Trust securities. When, therefore, the invest- 
ment of money belonging to the Court of Wards is limited 
by the law to Trust securities it is impossible to invest such 
money in co-operative institutions. But the existence 
of such a limitation would not, it is presumed, prevent the use 
pf Court of Wards funds for assisting societies constituted 
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for the benefit of the Wards’ estate or its tenantry. Grants 
by private individuals or local bodies are also not inappropriate 
in the case of new developments like dairies, cattle breeding 
societies, etc. — “so long as any undue pauperization of 
societies is avoided’’. 

Agricultural Advances through or to societies.— 

There has been considerable discussion from time to time 
as to the relation of societies towards the agricultural , loans 
made by Government under Act XII of 1884 to owners and 
occupiers of agricultural land for agricultural purposes, such as 
the purchase of seed and cattle. As the class of men who 
borrow from co-operative societies and the objects for which 
they borrow are practically the same as those contemplated 
by the Act of 1884, it has been suggested that the services of. 
these societies should be utilized in the distribution of these 
loans ; for the distribution of loans through societies would 
enable Government to utilize the local knowledge of the 
.societies and to benefit from the additional security which 
they afford, while it would save the borrowers from the delays 
and vexations attendant on the direct receipt of loans from 
the Government treasuries. 

There are many who would go a step further and provide 
for loans being made not merely through the society, but to 
the society. It is argued that unless the disposal of the loan 
(subject to its employment for the objects specified in the 
Act) is left to the society, the Government fails to relieve 
itself of the enormous amount of time and trouble expended 
in the clerical work connected with the grant and recovery . 
of loans ; that if left to the society for distribution the loans 
will be far more efficaciously distributed ; and that if re- 
covery is effected by the society it will be managed with 
far more regard to individual circumstances than is ever 
possible when recovery is left to Government agency. The 
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only serious objection which has been brought against the 
schenae is that societies would be tempted to obtain large 
additions to their capital at the expense of the State instead 
of relying on their own exertions or those of their financing 
agencies. We believe, however, that if such grants are given 
after approval by the Registrar or some officer authorized 
by him, there is little fear of any such misuse of the system. 
We shoultf not in any case suggest that the system should 
apply to isolated applications by members for loans, as these 
can be met by the societies themselves or can, subject to our 
suggestions below, be dealt with direct by the Government 
officers. The grant of Government Agricultural loans to 
societies should be confined to occasions when these loans 
are being distributed wholesale, as in the case of severe 
scarcity or in that of a scheme of new colonization on waste 
lands. The grants made under these circumstances to 
societies could no doubt be made by Government under 
ordinary executive order and could be recovered under the 
provisions of section 44 of the Co-operative Societies Act. 
But the natural course would be to make them under the 
Agriculturists Loans Act of 1884 and as a co-operative society 
is not qualified to receive loans under that Act a small 
amendment in the Act would then have to be undertaken. 
It seems to us important to emphasize the fact that these 
loans are not to be looked on as advances for fostering a new 
form of organization, but are part of the ordinary routine of 
administration, involving no change of policy or procedure 
except to the extent of substituting the agency of co-operative 
societies for that of Government officials. We would there- 
fore recommend the addition of a section to Act XII of 1884 
so as to allow of the making of rules as to loans to be made 
to co-operative societies registered under Act II of 1912 for 
the purposes specified in the Act of 1884. {Maclagan Copt- 
tnittee's Report). 
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Sioailar arguments apply to Land Improvement loans 
which can suitably be given to societies when an improve- 
ment has to be made by the joint exertions of several 
peasants. 

Considerations governing financing of members daring famines.— 

Since its inception the co-operative movement has not 
been subjected to the severe strain of a great famine. The 
Maclagan Committee believe that if fluid resources have been 
accumulated in sufficient quantities and if Agricultural loans 
are freely granted to the societies in the manner they have 
recommended, the situation will be satisfactorily met. They 
go on to observe -- 

The chief difficulty in all famines will lie in the judicious 
management of loans and recoveries after the main stress ' 
is over. For some little time after the scarcity has been at 
its height, members will apply for larger loans than usual 
and will at the same time be less able than usual to repay 
what they already owe. It is for the society to bear in mind 
the inevitable recurrence of cycles of good and bad years, 
to be economical in the issue of loans in times of plenty, and 
to be still more economical in times of stress, but at the same 
time to continue granting loans harvest after harvest till good 
times return, ignoring, if necessary, the preconceived limits 
based on valuations of the members’ property and earnings, 
and finally to recover gradually but vigilantly all sums that 
a prudent money-lender would recover, without allowing the 
borrower to misuse on unnecessary objects the savings which 
he should refund to the society. In some parts of the country 
which are particularly liable to famine the existence of 
seasonal cycles is well recognized and is the basis of all 
private money-lending and all economic development. In 
such areas the society and its depositors should from the 
beginning understand that the loans given out may have to be 
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extended and may have to be supplemented for further 
periods, reaching, it may be, to three, four or five years, but 
without any risk or doubt regarding ultimate repayments ; 
the peasants in such areas being known to be as a rule the 
hardiest of agriculturists and, if only time be given, the most 
honest of borrowers. 

In Bombay and the Central Provinces there are small 
funds attached to the co-operative societies which are 
known as Famine Reserve funds. In Bombay this fund 
originated in a charitable donation by the Wadia Trustees, 
which was distributed among six small societies in famine 
tracts on their undertaking to add Rs. 20 each annually to 
their share. The money is kept in the Bombay Central Bank 
as a fixed deposit and may only be withdrawn in the event 
of a famine and with the Registrar’s sanction. In the Central 
Provinces every Central Bank and primary society is required 
to contribute to the permanent and indivisible funds of the 
Provincial Union a sum amounting to 25 per cent of the cost 
of the establishment, etc., maintained for it by the Union. 
This contribution is re-invested by the Union in the shares 
of the Central Bank which makes it, and the profits on 
such investment are separately invested as a P'amine 
Insurance fund and may be only used for the support of the 
Provincial Bank with the Registrar’s sanction and in time of 
famine. 

The sums now at the credit of the infant Reserve funds 
are at present of no particular importance. As safeguards 
agjainst famine, in the ordinary sense of the term, these 
funds are at present of no appreciable value and the 
Maclagan committee hold that famines should be met by 
co-operative institutions out of their own ordinary credit 
built up in the manner recommended by them in their 
Report and without the constitution of special funds of this 
character. 
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Financial aid by GovernmenlLf— 

Unlike most European Governments, the Government of 
India have hitherto closely adhered to the principle that it 
should abstain from giving direct financial aid to the move- 
ment. From this attitvide, however, it has admitted of 
departure on three different occasions. It has allowM itself 
to make initial advances to encourage the establishment of 
new societies. It has in the case of one Provincial Bank (the 
Central Bank of Bombay) agreed to guarantee interest on 
debentures issued. .'\nd it has lately in two provinces made 
special advances to meet difficulties caused by the war. 

Apart from these three occasions the Government have 
never taken financial responsibility for the movement. But 
the connection of Government with co-operafive banks and 
societies in the way of audit, supervision, and control is .so 
close that there is a general impression among those interested, 
that Government could not afford to see the movement 
collapse and that the finances of banks and societies are to 
all intents and purposes backed by the State. In some cases 
the banks and even the Government officers connected with 
the movement have taken advantage of this impression. In 
others they have done what they could by precept and 
adverti.sement to counteract it. But the fact remains that 
the degree of ultimate re.sponsibility attaching to Govern- 
ment is at present uncertain. In a circular, dated I'ebruary 5> 
1914, which dealt with agricultural grants, the Government 
of India expressed a wish that in ca.ses where, owing to general 
scarcity, the funds of societies have become depleted, special 
reference should be made to them, but no further indication 
has been given as to the possibility of their coming to the 
assistance of societies or as to the principles upon which such 
assistance would be given. The attitude of the Government, 
therefore, is that it disclaims all financial responsibility and 
makes no definite pronjise of monetary support. This policy 

44 
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is based on a desire to establish a genuine co-operative 
movement which shall be self-contained and self-supporting, 
and, in so far as it represents the rejection of a system of 
money doles or undue special concessions, it appears to 
be a correct and desirable policy. {Maclagan Committee' s 
Report), 

The success of this policy is well attested by the fact that 
the Indian co-operative movement has successfully faced a 
great banking crisis and the greatest war in history, and has 
convincingly demonstrated its inward vitality and strength. 
As Sir James Meston observed in the course of his presidential 
address at the Eighth U. P. Provincial Co-operative Con- 
ference — “all that was necessary was that we should come 
before the public and show that we have confidence in the 
Societies and that we were willing to step in and help them, 
if they really need help. As I say, the actual call upon that 
help was restricted to a very few banks. At the end of the 
year the total of new deposits actually exceeded the total 
withdrawals by a substantial amount, and the small sum 
which Government had advanced was repaid within a few 
months of its being paid. The societies were fully financed, 
and no investor was kept waiting for a single day after his 
deposit had matured.” 

Future relatious of the Goverumeut towards the Co-operative 
Movement. 

It is agreed on all sides that Government supervision 
would probably be always required, though the precise duties 
of the Registrar would probably undergo some modification. 
Subject to this reservation the Hon'ble Mr. Gourlay has ex- 
pressed the opinion that the organisation of the societies for 
the purposes of inspection and audit should be such that the 
societies could eventually take over those duties and pay for 
themselves. The late Mr. Buchan agreed that the object to 
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be aimed at was that the societies should eventually assume 
responsibility for inspection and audit, but in the meantime 
he thought that the Government should be prepared to 
provide an adequate staff. The All-India Registrars’ Confer- 
ence of 1908 passed a resolution to the above effect, viz . — 
“that the time should be looked forward to when the societies 
should themselves pay for audit and inspection, but that until 
this could be arranged for, the Government should be prepared 
to provide such reasonable staff as might be necessary for the 
continuous development of the movement in the varying con- 
ditions of each province.” 

It appears to us that the joint efforts of both officials and 
non-officials are and will be necessary for a good long time 
for t6e continuous and permanent success of the co-operative 
movement in India. The real solution of the situation lies 
not in the total withdrawal of Government control, but in the 
combination of a mixed agency of official and non-official 
workers whose harmonious working for a serifes of years may 
gradually lessen the degree of Government control, till such 
time when there will be, as H. E, Lord Carmichael has 
tersely put it, “a government of the societies by the members 
and for the members” and when “the initiative of the state” 
will be converted into “an active popular propaganda con- 
ducted by the people," so that there will be a co-operative 
movement which will “stand alone without direct support 
from Government.” 



CHAPTER XX. 


THE LAW OF CO-OPERATION IN INDIA : 
THE CO-OPERATIVE SOCIETIES ACT : 

ACT NO. II OF 1912. 

Passed by the Governor ‘General of India in Council. 


{Received the assent of the Governor-General on the 1 st March IQ12.) 

Aa Act to amend the Law relating to Co-operative Societies. 

Whereas it is expedient further to facilitate the formation 
of Co-operative Societies for the promotion of thrift and 
self-help among agriculturists, artisans and persons of limited 
means, and for that purpose to amend the law relating to 
Co-operative Societies ; It is hereby enacted as follows : — 


Preliminary. 


Short title 
extent. 


and 




i) This Act may be called the Co-oper- 
ative Societies Act, 1912 ; ar.d 
It extends to the whole of British India. 


'I he Act of 1904 was called the “Co-operative Credit Societies Act.’* 
The piesent Act is called the “Co-operative Societies Act”, The reason 
is that the present Act applies not only to Credit Societies, but also 
to Co-operative Associahons organized for purposes of distribution, pro- 
duction, cattle insurance, and the like, and this constitutes the chief 
change introduced by the new law. 

While avoiding any precise definition of a Co-operative Society, the 
Act is not without indication of the class of Societies for which its pro- 
visions are primarily intended. The preamble, for instance, and the 
restrictions impose 1 by Sec. 5 on the extent of share-holding permissible 
to art’^individual member, will show the class of persons whom it is intend- 
ed to benefit, and co-operators will also receive some guidance from the 
wording tf Sec. 4 which requires Societies to be based on co-operative 
piinciples. The former Act contemplated only two classes of Societies 
rurc^l apd urban. The present Act abolishes the distinction and makes 
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provision for three kinds of societies not specifically mentioned in the 
old Act,— ** 

(a) In the first place it recognises the societies known as Unions 
or Central Banking Unions which are entirely compose?? of 
other Societies. Joint Societies of this character must, under 
the first proviso to Sec. 4, be ordinarily of limited liability, 
but they are not subject to tlje restrictions laid down in Sec. 5 
as regards the limit of shares to be held by each member 
or to th^ requirements in the way of numbers or residence 
&c. which are prescribed in Sec. 6. 

(if) The Act further recognises the existence of such Central 
Societies as are composed partly of other societies and partly 
of individuals and although the shares of individual members 
in such Societies are restricted by Sec. 5., they stand in res- 
pect of Secs. 4 and 6 on the same footing as the unions des- 
, cribed under (a) above. 

(c) Another type of Society, now definitely recognised, is the 
‘‘Central BanV' or other Central Society, the members of 
which are individuals, but the main object of which is to 
benefit not its own members but other Societies of a co- 
operative character (Sec. 4), and it is considered reasonable 
that such a Society, though formed mainly on joint-stock lines 
should obtain as far as possible the privileges conferred by 
the Act on co-operative concerns. 

Of the further changes made in the Act the more important are the 
following : — 

1. The necessity for submitting proposed by-laws before registra- 

tion and for obtaining registration of arnendments in by-laws 
(sections 8 and ii). 

2. The permission allowed to the Local Government to confer 

the powers of a Registrar on persons other than the Registrars 
(section 3) and to the Registrar to depute persons to conduct 
the work of audit, enquiry and inspection (sections 17, 35 and 
37) ; the power granted to a Collector to depute persons to 
inspect records (section 21 of the old Act) being at the same 
time withdrawn, 

3 . The special evidential value attached to a certificate of registra- 

tion (section lo) and registers or lists of member or shares 
^section 25), 
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4. The extension of the period of the prior claims of a society on 

agricultural produce from one year to eighteen months [sec- 
tion 19 (a) ] and the inclusion of such claims on fodder and 
machinery supplied and on articles manufactured from mate- 
rial supplied [section 19) (3),] 

5. Tlfe omission of the provision in section 21 of the old Act 

which prohibited the making of any charge for audit, (It 
may be noted that although the prohibition has been with- 
drawn the Government of India do not at present desire that 
any charges should be made except in the case of societies 
where professional audit of a fairly elaborate character is 
found necessary.) 

6. The exemption under section 27 of share transfers and similar 

documents from compulsory registration. 

7. The expansion of the field for the investment or deposit of 

funds (section 32). 

8. The permission given by section 34 to devote a part of the 

profits of a society to charitable (including educational) pur- 
poses. 

9. The power given to a creditor to move the Registrar to inspect 

the books of a society (section 36), 

10. The power given to the Local Government to prescribe returns 

[section 43 (2), (f) ] and the omission of the provision (section 
27 (2) of the old Act] expressly empowering Local Govern- 
ments to prescribe the rate of interest on deposits. 

11. The permission given to Local Governments to delegate the 

power of hearing appeals against orders of dissolution (sec 
tion 39) and of making rules [section 43 (3) ]. 

12. The prohibition of the tise of the word “Co-operative’^ in the 

title of future associations not registered under the Act. 
(section 47). 


2. In this Act, unless there is anythiner 

Deflnltione. 4. • 4^u u- i. . 

repugnant in the subject or context, — 

{a) “by-laws'* means the registered by-laws for the 
time being in force and include? a registerec} 
amendment of the by-laws ; 



tHE CO-OPERATIVE MOVEMENt IN tNDIA. 

Every application to register a society shall be accompanied by a 
copy of the proposed by-laws [Sec Sec. 8 (3)], which must not be contrary 
to the provisions of the Act. See Sec. q. 

For amendment of by-laws. See Sec. 11. 

A copy of the by-laws should be kept in the office of the Registered 
Society for inspection free of charge by the members or non-members. 
See Sec. 16. 

The Local Government may make rules under Sec. 43 (c) pres- 
cribing the matters in respect of which a Society may make by-laws and 
laying down procedure for amending such by-laws. 

{b) “committee** means the governing body of a regis- 
tered society to whom the management of its 
affairs is entrusted : 

The by-laws of a Society generally frame rules for the formation of 
the ‘‘Committee”. See Sec. 43 (g). 

(r:) “member” includes a person joining in the applica- 
tion for the registration of a society and a person 
admitted to membership after registration in 
accordance with the by-laws and any rules : 

The word “person’' here apparently includes both males and females 
as well as Registered Co-operative Societies whioh are bodies corporate 
under Sec. 18. Those members applying for registration of a Co-opera- 
tive Society must be above the age of 18 years See Sec. 6. (i). The 
necessity of this qualification for persons becoming members after 
registration is not expressly provided for. 

For conditions to be complied with by persons applying for admission, 
election of members, payment to be made or the interests to be acquired 
by members before the exercise of the right of membership.^ procedure 
for settling disputes between members or past members, withdrawal and 
expulsion of 7 ?tembers^ payt^ents to such members the mode of valuing a 
deceased member's share^ the no?nination of a person to whom such share 
or interest may be paid or transferred, payments to be made and the con- 
ditions to be complied with by members applying for loans^ the period for 
which loans may be made and the amount that may be lent to an individual 
member -See rules framed by the Local Government under Sec. and the 
by-laws of Co-operative Societies. 
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Foe conditions under which profits may be distributed to the members 
of a society and the maximum rate of dividend which may be paid to 
members see rules made under Sec. 43 (r). 

Sec. 13 deals with a member’s right to vote. Sec. 14 deals with restric- 
tion on transfer of share or interest of a member. The share or interest of 
a member of a registered society is not liable to attachment except for 
any dues of the society. See Sec. 20 and 21. Facilities are provided for 
transfer of share or interest of a deceased member. See Sec. 22. Liability 
of a^’member of a registered society continues for 2 years from the date of 
his ceasing to be a n^ember. See Sec. 

The election of a new member must be personal and made by the 
society ; no person can claim admission under any automatic rules ; and 
an important principle is that the new member must be accepted by the 
old ones or their representatives in the Committee. 

{a) ‘‘officer” includes a chairman, secretary, treasurer, 
member of committee, or other person empowered 
under the rules or the by-laws to give directions 
in regard to the business of the society : 

{e) “registered society” means a society registered or 
deemed to be registered under this Act : 

For requisites of an application for a Society see Sec. S, For registrar 
tion of a Society see Sec. q. For evidence of Registration of a Society see 
Sec, ro. For address and change of address of registered Society See 
Sec. /J. Every Society shall keep a copy of the Act., the rules and 
the by-laws open to inspection. See Sec. 16, For privileges of a Registered 
Society see Secs, iS to 28, For provisions relating to propyerty and 
funds of a Registered Society see Secs. 2g to 34. For provisions of law 
relating to inspection of affaifs of Registered Societies see Sec. jy to j8. 
For provisions relating to dissolution and winding up of such societies see 
Sec, jg to 42, Every Registered .Society shall form and maintain a 
Reserve Fund, See Sec, jj and notes thereunder. 

The Society shall publish its annual accounts and balance sheets 
and shall submit returns to the Registrar prescribed by the latter. 

{/') “registrar” means a person appointed to perform 
the duties of a Registrar of Co-operative Societies 
under this Act : and 
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The Registrar is to decide disputes as to whether any person is an 
ajiriculturist or not and whether a person is a resident of town or not, 
(Sec. 7). It lies in his discretion to register a society and the bydaws and 
amendments thereof. (Sec. p, 10 77). He may hold an enquiry in o the 

constitution^ working and financial condition of a registered society and 
can cancel registration on grounds set forth in Secs, jg and 40. He may 
appoint a liquidator to wind up the society and realise its assets on 
such cancellation. See Sec. 42, He may also cancel registration of a 
society after encjuiry under Secs. 35 and 36. Under Sec. 29 he can 
sanction loan by one registered society to another and can sanction 
the lending of money on the security of moveable property by a society 
with unlimited liability. He is to approve the Bank and persons carrying 
on the business of banking where a registered society is to deposit its 
funds. 

He is to sanction under Sec. J4 contribution of an amount not ex- 
ceeding ten per cent of the net profits to any charitable purpose after 
one fourth of such profits had been carried over to the reserve fund. 
He is to keep a register of the fiames and addresses of all societies. 

He shall issue to th^ society a copy of the amended bydaws. He shall 
audit or cause to be audited the accounts of every registered society. 

He shall on an application by a creditor of a registered society inspect 
or direct some other persons to hold an inspection of the books of the 
society. 

{g) “rules’* means rules made under this Act. 

The Act deals with the constitution of the societies. The provisions 
of the Act have been confined to those general principles which all co- 
operative societies must accept as a condition of being permitted to 
enjoy the advantages afforded by special legislation. There are other 
matters in respect of which some guidance and some restrictions will 
be necessary ; and they have been left to be dealt with by Local govern- 
ments in accordance with local needs, in the exercise of rule-making 
power which the Act confers upon them. Simplicity and elasticity are as 
essential in the rules framed under the law as they arc in the law 
itself. 

Sec. 23 of the General Clauses Act prescribes the provisions for 
making rules and by-laws. They must be published first for general 
information inviting objections on them which must be considered on a 
date before they are finally published, 

45 
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Registration. 

3. The Local Government may appoint a person to be 

Registrar of Co-operative Societies for the 

Th« Registrar. ^ . .... 

Province or any portion of it, and may ap- 
point persons to assist such Registrar, and may, by general 
or special order, confer on any such persons all or any of the 
powers of a Registrar under this Act. 

For other powers of the Local Government under this Act see Sec. 
29 cl. 3, Sec. 33, Sec. 39 cl. (5) and Secs. 43, 45 46 and 47. 

4. Subject to the provi.sions hereinafter contained, a 

Societus which society which has as its object the promotion 
may b» registerad. economic interests of its members in 

accordance with co-operative principles, or a society established 
with the object of facilitating the operations of such a society, 
may be registered under this Act with or without limited 
liability : 

Provided that unless the Local Government by general or 
special order otherwise directs — 

(1) the liability of a society of which a member is a 

registered society shall be limited ; 

( 2 ) the liability of a society of which the object is the 

creation of funds to be lent to its members, and 
of which the majority of the members are agri- 
culturists, and of which no member is a regis- 
tered society, shall be unlimited. 

Under the former Act the objects of the co-operative societies were 
declared to be “the encouragement of individual thrift and of mutual 
co-operation among the members, with a view to the utilisation of their 
combined credit, by the aid of their intimate knowledge of one another’s 
needs and capacities, and of the pressure of local public opinion.” But 
this section of the new Act considerably widens the scope of co-operation 
in India by allowing a co-operative society to have as its main object the 
promotion of the economic interests of the members in accordance with 
co-operative principles, The results of this change have been the institu- 
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tion of numerous varieties of co-operative societies which have been 
classified in a tabular form. Vide ante. 

The former Act recognised only two classes of primary societies rural 
and urban. The combination of primary co operative societies was 
not permitted under the old Act. This section provides that societies 
can be established with the object of facilitating the operation of primary 
co-operative societies. Such societies are apparently the Central Banks, 
the Guaranteeing Unions of Burma, and the Agricultural Unions of the 
Central Provinces, which are all of limited liability. Joint Societies of 
this character must, under sub-section (i) be ordinarily of limited liability ; 
but they are not subject to the restrictions laid down in Sec,^ as regards 
the limit of shares to be held by each member, nor to the requirements in 
the way of numbers or residence etc., which are prescribed in se(^, 6 , 
From this section it appears that : — 

(1) Credit Societies of which the majority of members arc 

agriculturists must be of unlimited liability. 

(2) Credit Societies of which the majority of members arc non- . 

agriculturists may either be formed on the basis of limited 
liability or unlimited liability. 

(3) Societies, whether credit or non-credit, of ‘which all or some of 

the members are registered societies must be of limited 
liability. 

(4) Societies other than credit co-operative societies have a free 

choice in the matter of liability. 

The word “agriculturist' is thus defined in Sec. 2 of Act XVII of 1879. 
[Deccan Agriculturists^ Relief Act), “Agriculturist, shall be taken to 
mean a person who by himself or by his servants or by his tenants 
earns his livelihood wholly or principally by agriculture carried on 
within the limits of a district or part of a district to which this Act may for 
the time being extend, or who ordinarily engages personally in agricultural 
labour within those limits.” 

Explanation : — An agriculturist who, without any intention of changing 
his status as such, temporarily ceases to earn his livelihood by agriculture 
or to engage personally in agricultural labour as aforesaid or who is 
prevented from so earning his livelfhood on engaging in agriculture by 
age or bodily infirmity or by necessary absence in military service of His 
Majesty, does not thereby cease to be an agriculturist within this 
definition. 

An agriculturist shall be deemed to reside where he earns his liveli- 
hood by agriculture or personally engages in agricultural labour. 
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Th« term as used here is not meant to include the wealthy rent- 
receiver. See para 1 3 of the Government of India Resolution dated the 
sgth April igo4. 

6. Where the liability of the members of a society is 

Restrictions on limited by shares, no member other than a 
hitereat of member , . , , ,, 

of society with registered society shall — 
limited liability and 

ashore capital. (^a) hold more than such portion of the 

share capital of the society, subject to a maximum 
of one* fifth, as may be prescribed by the rules ; or 
{b) have or claim any interest in the shares of the 
society exceeding one thousand rupees. 

By Benj^al Government rule 2 the portion referred to in sub section {a) 
has been fixed at one fifth. An individual member can hold only up to 
a fifth of the total number of shares provided its value does i.ot exceed 
one thousand rupees. In the case of Central Banks some local Govern- 
ments have sanctioned a relaxation of the rule as to the limit of the value 
of shares, e the Bengal Government has raised the limit to Rs. 5000, 
As the Act is intended to apply to persons of small means it has been 
thought desirable to limit the extent of the share holding to Rs. 1000. 

Another object of the limitation of shares is to render impossible the 
acquisition by individuals of a prominent interest in such societies, to 
prevent speculation in connection with them and to discourage those who 
might desire for personal profit to avail themselves of the facilities given 
by the Act to start banks for other ends than those for which the societies 
are intended. 


6. (t) No society, other than a .society of which a 

Condition. Oi member is a registered society, shall be 
rogfistration. registered under this Act which does not 

consist of at least ten persons above the age of eighteen years 
and, where the object of the society is the, creation of funds 
to be lent to its members, unless such persons — 

(«) reside in the same towh or village or in the same 
group of villages ; or, 

(A) save where the Registrar otherwise directs, are 
members of the same tribe, class, caste or occupa- 
tion. 
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(2) The word “limited” shall be the last word in the 
name of every society witli limited liability registered under 
this Act. 

This Section lays down the conditions of Registration. The applica- 
tion for registration must, in all cases, be submitted by 10 persons of the 
age of 18 years and in the case of a Credit Society, the application must 
be submitted by persons who reside in the same town or village or are 
members of the same tribe class &c. It should be noted that in the 
case of a Communal Society the Registrar has been given discretionary 
power to register a Society which may include members of another caste 
or community. 

Requirements regarding proximity of residence or community of race 
or occupation apply under this section to Credit Societies and are not 
prescribed as essential for societies other than Credit Societies. 
Rut there is nothing to prevent the Registrar from insisting on similar 
qualifications in the case of all societies. The requirements of this section 
regarding minimum number of members do not apply in the caseof Unions 
and Central Societies. So there is nothing in the wording of the Act to 
prevent two Societies or one Society and one individual from applying for 
registration. But although no definite number of applicants has been 
prescribed in .such cases it may be presumed that Registrars will exercise 
their discretion by refusing to register societies which do not represent a 
reasonable degree of real co-operation. < 

Distinction between and '‘'"Village,^ Sir Edward Gait in his 

Report on the Census of 1911 ( page 29 )• thus describes the word 

“Town” 

“For tlie purpose of the census the term was held to include (i) every 
municipality, (2) all civil lines not included within municipal limits, 
(3) every cantonment, (4) every other continuous collection of houses 
inhabited by not less than 5000 persons, which the Provincial superin- 
tendent may decide to treat as a town for census purposes.” 

By the term “Village” Baden Powell means “a group of cultivation of 
a permanent character in one place, having a known area and a name in 
the map.” {Vide p, //, Land Revenue in British India.). He then goes 
on to say. — “I say permanent because there are many soils where crops 
are only taken for two or three years in succession, and the place is th^n 
abandoned.” For rural societies, unlimited liability has been prescribed as 
being most suitable as a general yule, seeing that real co-operation which 
it is desired to encourage is the utilisation of the combined credit for the 
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benefit of individual members. But cases are conceivable in which it 
maybe desirable to allow a limitation of liability to members of particular 
rural societies. The Act, therefore, gives Local Government power, by 
special order, to relax the rule of unlimited liability. 


7. When any question arises whether for the purposes 
of this Act a person is an agriculturist or 

Power of ResrUtrar ... , , 

to decide certain a noii-agnculturist, or whether anv person 
questions. ^ ^ 

is a resident in a town or village or group 
of villages, or whether two or more villages shall be considered 
to form a group, or whether any person belongs to any 
particular tribe, class, caste or occupation, the question shall 
be decided by the Registrar, whose decision shall be final. 


Application 

registration. 


8 . (/) For purposes of registration an 

application to register shall be made to the 


Registrar. 

(’) The application shall be signed — 

(a) In the case of a society of which no member is a 
registered society, by at least ten persons quali- 
fied in accordance with the requirements of sec- 
tion 6, sub-section (/) ; and 
(^) in the case of a society of which a member is a 
registered society, by a duly authorised person 
on behalf of every such registered society, and 
where all the members of the society are not 
registered societies, by ten other members or, 
when there are less than ten other members, by 
all of them. 

(j) The application shall be accompanied by a copy of 
the proposed by-laws of the society, and the persons by 
whom or on whose behalf such application is made shall 
furnish such information in regard to the society as the 
Registrar may require. 

The rules of all the provinces provide for a form of application and 
prescribe the procedure to be followed by applicants. Applicants before 
sending up applications should consult the rules. 
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See notes under ‘‘by laws’* 2 cL{a\ For “member** Sec. 6 sub- 
section. (/) and notes thereunder. The necessity for submitting the 
by-laws before Registration is a new feature of the Act. 

Cl. 2 (a) of this section deals with Registered societies composed of 
individual members and not of registered societies. 

Cl. 2 (b) deals with two classes of Central Societies or Banks 
namely (i) Central banks or Societies of which the share-holders consist 
only of primary societies without any restriction as to number ; in the 
case of such societies the application for registration has to be signed by 
a duly authorized person on behalf of each of the primary societies, and 
(2) Central Banks or Societies of the mixed type of which the share- 
holders are both primary societies and individual members, numbering 
more or less than 10. In the case of this latter kind of societies the 
application for registration has to be signed by duly qualified represen- 
tatives of the primary societies and also by all the individual members, 
if their number is less than lo, and by 10 of the individual members 
if their member exceeds ten. 

9. If the Registrar is satisfied that a society has complied 

with the provisions of this -Act and the rules 

KegUtratlon. 1 , . 1 i 1 

and that its proposed by-laws are not 
contrary to the Act or to the rules, he may, if he thinks fit, 
register tlifc society^ and its by-laws. 

See notes under Sec, 2, Sub^secs. (a) and (g)* 

10. A certificate of registration signed by the Registrar 

Evidence of regii- Conclusive evidence that the society 

tration. therein mentioned is duly registered unless 

it is proved that the registration of the society has been 
cancelled. 

For cancellation of registration of Societies see Secs. 40 and -fii And 
notes thereunder. 

11 . (/) No amendment of the bydaws of a registered 

Amendment of the society shall be valid until the same has 
bylaws of a refifls* . . , , , . - /. ... 

tered socisty. been registered under this Act, for which 

purpose a copy of the amendment shall be forwarded to the 
Registrar, 
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(^) If the Registrar is satisfied that any amendment of 
the by-laws is not contrary to this Act or to the rules, he may, 
if he thinks fit, register the amendment. 

(j) When the Registrar registers an amendment of the 
by-laws of a registered society, he shall issue to the society a 
copy of the amendment certified by him, which shall be cbn- 
elusive evidence that the same is duly registered. 

Rights and liabilities of members. 

12 . No member of a regi.stered society shall exercise the 

Member not to rights of a member unless or until he has 
exercise rijrlits till ... 

due payment made. made SUCH payment to the society in respect 

of membership or acquired such interest in the society, as 

may be prescribed by the rules or by laws. 

See notes under sec. 2. cl. (a)^ (c) and (e), “Payment** apparently 
means the payment of an entrance fee. The words “interest in the 
society” are difficult to define. In Sec. 13 the corresponding words 
used are “interest in the capital of the society”. In Sec. 22 reference is 
made to “the share or interest of a (deceased) member”. Apparently 
the words refer to the capital formed out of payments made to the 
Society by a member which are not returnable like deposits received 
for a specified time or at call and which are more or less of a permanent 
character. 

A person acquires interest in the Society or in the capital of the 
Society if he purchases shares and make such payments as may be re- 
quired by the rules. 

In the case of all limited liability Societies which issue shares there 
is some relation between the interest acquired by a member in the 
capital by the Society and the liability he undertakes. On the other 
hand in the case of an unlimited liability society which issues shares 
there is no such relation. In such cases members have one vote not- 
withstanding the extent of his interest in the Society. 

In Sec. 22, share or interest practically means the same thing. A 
member may acquire by inheritance a full share or may have only a 
fractional interest in a share. 
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13 . (i) Where the liability of the members of a regis- 
tered society is not limited by shares, each 

Votes of members. 

member shall, notwithstanding the amount 
of his interest in the capital, have one vote only as a member 
in the affairs of the society. 

(2) Where the liability of the members of a registered 
society is limited by shares, each member shall have as many 
votes as may be prescribed by the by-laws. 

(3) A registered society which has invested any part of 
its funds in the shares of any other registered society may 
appoint as its proxy, for the purpose of voting in the affairs of 
such other registered society, any one of its members. 

In the case of a society with unlimited liability each member can have 
but one vote only in the management of the society. In the case of a 
society where the liability of each member is limited by shares each • 
member may have one vote or more than one vote as may be prescribed 
by the by-laws of such society. 

Sud~sec\ 3 refers to the representation of the interests of primary 
societies which have^ invested part of their funds either in other 
primary societies or in the Central banks. In such a case the primary 
society so investing its funds may appoint any of its members as its 
representative for the purpose of voting in the affiiirs of the other primary 
or central banks concerned. 

14 . (i) The transfer or charge of the share or interest of a 

Restriction, on member in the capital of a registered 

transfer of share or . i n i i • i 

Interest. society, shall be subject to such conditions as 

to maximum holding as niay be prescribed by this Act or by 
the rules. 

(2) In case of a society jregistered with unlimited liability 
a member shall not transfer any share held by him or Eiis 
interest in the capital of the society or any part thereof 
unless— 

{a) he has held such share or interest for not less than 
one year ; and 
46 
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{b) the transfer or charge is made to the society or to a 
member of the society. 

See. 100 of the Transfer of Property Act thus defines the word 
^‘^Charge '' — Where immoveable property of one person is, by act of 
parlies or operation of law, made security for the payment of money to 
another, and the transaction does not amount to a mortgage, the latter 
person is said to have a “charge^* on the proporty. 

^^Maximum holding' prescribed by Sec. 5 sub-sec. (b) of this Act in 
the case of society with limited liability is one thousand rupees. A member 
of a society with unlimited liability can transfer his share or charge his 
share with interest after a year of his membership, but under Sec. 23 
below his liability for the debts of the society will not cease with such 
transfer for a period of two years from the date of his ceasing to be a 
member. 

The restriction placed by the old law on transfer of shares of non* 
credit societies with limited liability has been removed by this section. 

Under sec. 22 a duly qualified successor of a deceased member may, in 
the case of a limited society claim the transfer to himself of the share of 
the deceased. 

In these and in other respects the bulk of the non-credit co-operative 
societies recognised by the new law are placed on a footing similar to that 
of joint stock companies, and it will be necessary to see that the Act is 
not utilized for the benefit of societies which are not really of a co-opera- 
tive character. Precautions in this direction can be taken in dealing 
with proposed by-laws, and it will, for example, be possible, to require a 
society with share capital to provide in its by-laws that shares shall 
not be transferable, or shall be transferable to such persons only as fulfil 
certain requirements, such as that the persons shall be duly elected 
as members. 

Duties of registered societies. 

15. Every registered society shall have an address, regis- 

Addms of socle- accordance with the rules, to which 

all notices and communications may be sent, 
and shall send to the Registrar notice of every change thereof. 

16. Every registered society shall keep a copy of this 
Copy of Act, roles Act and of the Tules governing such society, 

open to inapection. atid of its by-laws, Open to inspection free of 
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charge at all reasonable times at the registered address of the 
society. 

The words ^^Open to inspections^ apparently mean “open to 
inspection by not only the members of the Society but also by the out* 
side public.’^ 

17 . (0 The Registrar shall audit or cause to be audited 
by some person authorized by him by 
general or special order in writing in this 
behalf the accounts of every registered society once at least in 
every year. 

(2) The audit under sub-section (i) shall include an 
examination of overdue debts, if any, and a valuation of the 
assets and liabilities of the society. 

(3) The Registrar, the Collector or any person authorised 
by general or special order in writing in this behalf by 
the Registrar shall at all times have access to all the books, 
accounts, papers and securities of a society, and every officer 
of the society shall furnish such information in regard to the 
transactions and working of the society as the person making 
such inspection may require. 

Meaning of the word '‘'‘audits The term of the Act expressly require 
that the auditfshall include an examination of. over-due debts and a 
valuation of assets and liabilities. It is not merely the preparation of 
the balance sheets of Societies ; but it is also a sufficient check of the list 
of the material assets of the members. It should embrace an enquiry into 
all the circumstances which determine the general position of the society. 

Official audit. The audit is in fact a state-controlled audit. It is 
through audit alone that an effective control can be exercised over the 
movement. It has been considered advisable that such an official audit 
should be compulsory in all cases and this is provided for in this section. 
There is no doubt that such an audit will give the outside public and the 
members more confidence in the management, thus encouraging deposits 
by members and outsiders. Even where no financial assistance may be 
received from Government, the societies will obtain valuable privileges 
under the Act, and it is reasonable that they should at the same time be 
obliged to submit their accounts to some check, which qiust in this country 
take the form of an official audit. 
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It is to be noted' that under sub-sec. 3 of this Section no person 
except the Registrar, the Collector or any person authorised by the Regis- 
trar is empowered to inspect the society. This is to prevent harrassment 
of the ofiicer-s of the Society by petty government officials. The assis- 
tants to the Registrar and the auditors are generally so empowered under 
this section. 

Privileges of registered societies. 

18 : The registration of a society shall render it a body 

soci.ti.. to b. cofpofate by the name under which it is 
bodio. corporato. registered, with perpetual succession and a 

common seal, and with power to hold property, to enter into 
contracts, to institute and defend suits and other legal pro- 
ceedings and to do all things necessary for the purposes of 
its constitution. 

Registration of the society is necessary to make it a corporation 
which is an association of persons which the law treats in many respects 
as if it were itself a person. The rights and duties of corporations 
descend to the successive members of the corporation. This capacity 
of perpetual succession is regarded as the distinguishing feature of 
corporations as compared with other societies. Registration of the society 
makes it a body corporate— a legal entity — a jural person — that can sue 
and be sued, own property, and engage in activities of such kinds for 
which it has been incorporated. 

19 ; Subject to any prior claim of the Government iti 

Prior claim of ‘‘^spect of land-revenue or any money re- 
soci.ty. coverable as land-revenue or of a landlord 

in respect of rent or any money recoverable as rent, a regis- 
tered society shall be entitled in priority to other creditors 
to enforce any outstanding demand due to the society from 
a member or past member — 

(<4) in respect of the supply of seed or manure or of 
the loan of money for the purchase of seed or 
manure — upon the crops or other agricultural 
produce of such member or person at any time 
within eighteen months' from the date of such 
supply or loan ; 
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( 6 ) in respect of the supply of cattle, fodder for cattle, 
agricultural or industrial implements or machih* 
ery, or raw materials for manufacture, or of the 
loan of money for the purchase of any of the 
foregoing things — upon any sdch things so sup- 
plied, or purchased in whole or in’ part frotn any 
such loan, or on any articles manufactured from 
raw materials so supplied or purchased. 

Cl. (a). Under the previous Act the priority of claim in regard tb 
or other agricultural produce was limited to one year only from th6 dhW 
of supply of the loan ; but under this section of the present Act the time 
limit to enforce the claim of the society has been extended to eighteen 
months, as many crops, such as sugar-cane, take more than a year from 
sowing to reaping. 

Cl. (d). Under Secs. 6o and 6i of the Civil Procedure Code the cattle, 
implements and agricultural produce of agriculturists could not be attach- ’ 
ed and sold in execution of a decree under certain circumstances ; but by 
this special piece of legislation the society could recover its dues by 
attachment of cattle, agricultural implements etc. Under the old Act of 
1904 the society had no priority of claim on the finished articles manu- 
factured out of the raw materials supplied by the society or purchased 
with money supplied by the society, but under this Act the Society 
has such prior claim not only on the raw materials supplied by 
it or purchased with its money ; but also on any articles manufactured 
from raw materials so supplied or purchased. The society has no 
power of distraint. The priority of claim could only be enforced through 
the Civil Court. 

In regard to cattle, implements or raw materials and articles no 
special period of limitation is fixed. Apparently therefore, the enforce- 
ment of such claims is governed by the ordinary law of limitation! 
i,e, three years. 

By an application made under Sec. 73 of the Civil Procedure Code a 
registered Co-operative society cannot enforce its prior claim within the 
meaning of this section as against a judgment creditor at whose instance 
property is going to be sold, if it has no decree or a charge under 
Sec. 20 of the said Act, Other remedies may still be open to such 
society. See. 18 C. IV. N. 1141. (Decided by the Calcutta High Court). 
Sec. 73 Civil Procedure CodS relates to rateable distribution of proceeds 



366 THE CO-OPERATIVE MOVEMENT IN INDIA. 


of execution sale among decree-holders for money payable. So it clearly 
appears from the reading of the section that the person (here the 
Shabazpore Co-operative Bank) claiming rateable distribution must be a 
money decree-holder which the Society was not in this case. Hence the 
Society’s claim was disallowed, it being not a charge within meaning of 
Sec. 20 of this Act. Munshi Abdul Kadir vs, Shabazpore Co-operative 
Bank i8 C.W.N. 1141. 


Charge and aet-ofi 
tn respect of shares 
or interest of 
member. 


20. A registered society shall have a charge upon the 
share or interest in the capital and on the de- 
posits of a member or past member and 
upon any dividend, bonus or profits payable 
to a member or past member in respect of any debt due 
from such member or past member to the society, and may 
set off any sum credited or payable to a member or past 
member in or towards payment of any such debt. 


For what is “charge” see notes under Sec. 14, A Registered Society is 
empowered by this Section to set off any sum credited or payable to 
a member or past member towards payment of any debt due by him 
to the Society without the intervention of the Civil Court simply by 
transferring the sum lying to the credit of the member to his loan 
account. If the dues of the Society are not thus satisfied it has to seek 
the aid of the Civil Court in the way laid down in the previous section 
to recover its dues. 


21 . Subject to the provisions of section 20, the share or 
Shares or interest interest of a member in the capital of a 

not liable to attach- 

"••nt. registered society shall not be liable to 

attachment or sale under any decree or order of a Court of 
Justice in respect of any debt or liability incurred by such 
member, and neither the Official Assignee under the Presi- 
dency-Towns Insolvency Act, 1909, nor a Receiver under the 
Provincial Insolvency Act, 1907, shall be entitled to or have 
any claim on such share or interest. 

This section is a piece of special legislation in favour of a member 
of a Registered Society. The share or interest of a member in the 
capital of the Society cannot be now atfachecl or sold ip exception of th^ 
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decree for any other debt owed by any member of the Society. Even 
such share or interest of a member cahnot be treated as assets of 
an insolvent liable to be distributed among his creditors. This has been 
distinctly laid down in the latter part of this Section. 

22 . (1) On the death of a member a registered society 
Transfer of Inter- may transfer the share or interest of the de- 

est on death of 1 . 1 . • 

member. ceased member to the person nominated in 

accordance with the rules made in this behalf, or, if there is 
no person so nominated, to such person as may appear to the 
committee to be the heir or legal representative of the de- 
ceased member, or pay to such nominee, heir or legal repre- 
sentative, as the case may be, a sum representing the value 
of such member’s share or interest, as ascertained in accord- 
ance with the rules or by-laws : 

Provided that — 

(i) in the case of a society with unlimited liability, such 

nominee, heir or legal representative, as the 
case may be, may require payment by the society 
of the value of the share or interest of the de- 
ceased member ascertained as aforesaid ; 

(ii) in the case of a society with limited liability, the 

society shall transfer the share or interest of the 
deceased member to such nominee, heir or legal 
representative, as the case may be, being qualified 
in accordance with the rules and by-laws for 
membership of the society, or on his applica- 
tion within one month of the death of the de- 
; ceased member to any person specified in the ap- 
plication who is so qualified, 

(2) 'A registered society may pay all other rabneys due 
to the deceased member from the society to such nominee, 
heir or legal representative, as the case may be. 

(3) All transfers and payments made by a registered so- 
ciety in accordance with the provisions of this section sliall be 



S66 TilE CO-OPERAfIVE MOVEMENT iN INDIA, 


valid and effectual against any demand made upon the society 
by any other person. 

Sub-clause (i) of this section relates to the payment or transfer of 
share or interest of a deceased member after his death. 

Sub- clause (2) relates to the payment oi all the other moneys such as 
deposits, dividends &c. due to the deceased member from the society 
after his death. 

^'‘Person nominateeP\ Every member may, at the time of his becoming 
a member, nominate a person to whom in the event of his death, his 
share qr interest with the society, referred to in this section of the Act, 
shall be transferred or its money value paid. Such nomination should 
be made in such manner as the Local Government may, by rules framed 
under the Act, prescribe. One person only can be so nominated. See in 
this connection IScc. 43, Sub sec. 2 (n) which empowers the Local 
Government to make rules for such nomination by members. It is not, 
however, compulsory on the part of any member to nominate any per- 
son to receive after his death payment of his dues either by transfer or in 
value. When there is no nominee the committee may determine as to 
who is the heir or legal representative of the deceased member. 

In the case of an unlimited liability society the nominee, or if there be 
no nominee, the heir or legal representative may be paid the value of his 
share or his interest. The value of share must be determined in accordance 
with the rules or by-laws. Presumably the value of the share or interest 
means the amount actually received by the society from the deceased 
member or from any member from whom the deceased member may have 
acquired the share. It should be understood that an unlimited liability 
society is not compelledhy sub-clause (i) (i) to pay the value of share or 
interest to such nominee or the heir, if the committee have any doubts in 
the matter. 

In the case of limited liability society it is obligatory on the part of 
the society to transfer the share or interest : — 

(1) to the nominee, if the nominee is eligible for membership ; 

(2) if there is no nominee, to the heir or legal representative, as de- 

termined by the committee, if such heir or legal representative 
, is eligible for membership ; 

(3) to any person to whom the nominee wants the share to be 

transferred, if such person is eligible for membership, provided 
that the nominee submits an application within one month 
from the date of the death of the deceased member ; 
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(4) where there is no nominee, to any person whom the heir or 

legal representative, as determined by the committee, wants 
the share to be transferred ; 

(5) if neither the heir nor the nominee is eligible for membership, or 

if he cannot arrange for a transfer to a third person who is 
eligible for membership, the society is at liberty to pay the 
value to the nominee or heir, as the case may be, provided its 
by-laws allow it to do so* 

In the case of other moneys such as deposits, dividends, etc., both 
limited and unlimited liability societies are on the same footing. It is 
optional on the part of the society to make over the dues to the nominee 
when there is one and if there be no nominee to the heir or legal repre- 
sentative as determined by the committee. The Committee may reqiure 
Letters of Administration, Probate or Succession certificate when such 
payments are made. 

The object of this section is to protect societies from undue harass- 
ment in case payment is made through a bona-fide mistake to a wrong 
person. If, for instance the heir or legal representative is wrongly 
determined by the committee, the rightful or legal representative cannot 
sue the Society for recovery of the afnount paid. The rightful heir can 
sue the person to whom payment has been wrongly made. The nominee, 
again, may not be the rightful owner or heir ; but if he receives 
payment the society is absolved of all responsibility towards the rightful 
heir. 

It should be noted here that ordinarily a Succession certificate, a 
probate or letter of administration is necessary to recover any debt due 
to a deceased person. But this Section, as it stands, enables a registered 
society either to transfer the share or interest of the deceased or to pay a 
sum representing the value of such member’s share either to his nominee 
or to the heir or legal representative of the deceased member after re- 
cording a finding as to who is the heir or legal representative of the de- 
ceased member. This is one of the many privileges granted to a Co-oper- 
ative Society. 


23 . 

Uabillty 

member. 


The liability of a past member for the debts of a 
oi past registered society as they existed at the time 
when he ceased to be a member shall con- 


tinue for a period of two years from the date of his ceasing to 
be a member. 


47 
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“Past nnemher** means a living member who has ceased to be a 
member. Under the former Act there was a shorter period of limita- 
tion viz. one year during which period the past member continued liable 
for the debts of the society. But under the present Act he remains liable 
for two years from the date of his ceasing to be a member. 

24. The estate of a deceased member shall be liable for 
Liability of the a period of one year from the time of his 

estates of deceased r » i i r • ^ • 

member. decease tor tlie debts ot a registered society 

as they existed at the time of his decease. 

The former section deals with the liability of a member who has 
ceased to be so but who is not dead, this section deals with the 
liability of a deceased member. 

25. Any register or list of members or shares kept by 
Reguterof men,. ‘"“’y registered society shall be prima facie 

evidence of any of the following particulars 
entered therein : — 

{(i) the date at which the name of any person was 
entered in such register or list as a member ; 

{b) The date at which any such person ceased to be a 
member. 

Sec, This sectiqn is a special rule of evidence. For certificate of 
Registration See sec, lo. 

26. A copy of any entry in a book of a registered 

Proof of entries Society regularly kef)t in the course of 
tn societies’ books. business, shall, if certified in such manner 

as may be prescribed by the rules, be received, in any suit or 
legal proceeding, as evidence of the existence of 
such entry, and shall be admitted as evidence of the matters, 
transactions and accounts therein recorded in every case 
where, and to the same extent as, the original entry itself is 
a’dmissible. 

Sec. 34 of the Evidence Act runs thus : “Entries in books of 
account, regularly kept in the course of business, are relevent whenever 
they refer to a matter into which the court has to enquire, but such 



THE CO-OPERATfVE MOVEMENT IN INDIA. Jf l 

statements shall not alone be sufficient evidence to charge any person 
with any liability.*' 

This section is enacted with a view that the original accounts of a 
society need not be produced in court, but only a copy of such accounts 
certified to be a true copy. 

The Bengal rules provide that the certificate is to be dated and subs- 
cribed by the Secretary or Chairman of the society or by any other officer 
approved by the Registrar. See rules framed under sec. 43. 

Such certified copies are merely a i)rima fack evidence of the transac- 
tions and are not conclusive proofs of them. The words '"'‘prima Jade' 
means (on the first aspect) evidence and presumption which will prevail, 
if not rebutted or disproved. 

See also sec. 4 of the Banker's Evidence Act which lays down that a 
certified copy of any entry in a Bankers’ book shall in all legal proceed- 
ings be received as prima fade evidence of the existence of 
the entry. 

compulsory" re^i™ Nothing iti scction I", sub-section 

ErTettinF"; (I\ clauses iP) and (4 of the Indian 
turerof^regutered Registration Act 1908, shall apply to — 

society. 

(1) any instrument relating to shares in a registered 

society, notwitlistanding that the assets of such 
society consist in whole or in part of immove- 
able property ; or 

(2) any debenture issued by any such society and not 

creating, declaring, assigning, limiting or extin- 
guishing any right, title or interest to or in im- 
moveable property except in so far as it entitles 
the holder to the security afforded by a regis- 
tered instrument whereby the society has mort- 
gaged, conveyed or otherwise transferred the 
whole or part of its immoveable property or any 
interest therein to trustees upon trust for the 
benefit of the holders of such debentures ; or 

(3) any endorsement upon or transfer of any debenture 

issued by any such society. 
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This section and the one following it have been enacted with 
a view to give facilities to the societies to transact its business with 
as little expense as possible. By the special provision of law laid down 
in this section instruments relating to shares in a society whose assets may 
consist of immoveable property and debentures of the descriptions des* 
cribed in cl. (2) are exempted from compulsory registration. 

Clauses {b) and {c) sub-sec. i Sec. 17 of the Indian Registration Act 
deals with compulsory registration of non-testamentary instruments 
(other than gift of immovable property) which purport or operate to 
create, declare, assign, limit or extinguish, whether in the present or in the 
future, any right, title or interest, whether vested or contingent, of the 
value of one hundred rupees and upwards to or in immoveable property, 
and non-testamentary instruments which acknowledge the receipt or pay- 
ment of any consideration on account of the creation, declaration, 
assignment, limitation or extinction of any such right or interest. 

The instruments, the debentures, and endorsement of such debentures 
.and their transfers referred to in Sub-secs, (i), (2) and (3) respectively are 
exempted from the operation of els. (b) and {c) Sub-sec. (i) to Sec. 17 
of the Indian Registration Act noted above. The debentures mentioned 
in Sub-sec. (2) may wot have anything to do with immoveable property ; 
but they entitle the debenture-holders to the benefit of having a lien upon 
the Registered mortgage or conveyance executed by the Registered 
Society in favour of trustees for the benefit of the holders of such 
debentures. 


28. The Governor-General in Council, by notification in 
„ ^ ^ the Gazette of India,* may, in the case of 

Power to exempt ^ ^ 

»tZip-duty““*'*a“nd registered society or class of registered 

regfUtration-iees. society, remit — 

(rt) the income-tax payable in respect of the profits of 
the society, or of the dividends or other pay- 
ments received by the members of the society on 
account of profits ; 

{b) the stamp-duty with which, under any law for the 
time being in force, instruments executed by or 
on behalf of a registered society or by an officer 
or member and relating to the business of such 
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society, or any class of such instruments, are res- 
pectively chargeable ; 

(c) any fee payable under the law of registration for 
the time being in force. 

This section exempts the societies from the payment of certain direct 
taxes to the Government. 

In exercise of the powers conferred under Sub-sec. (a) income tax 
payable in respect of profits of any Registered Co-operative Credit Society 
or of dividends and other payments received by members of any such 
society on account of profits has been exempted by Circular Letter 
N0.6S1 — F dated Delhi the sSth Dece7nber igi2. By a Circular Letter 
of the same date stamp duties on instruments executed by or on behalf 
of any registered Co-operative Credit Society or instruments executed by 
any officer or member of any such society and relating to the business of 
the society are exempted under Sub-sec. {U), 

All fees payable by or on behalf of any registered Co operative Credit 
Society under the law of Registration and all fees payable in respect of 
instrument executed by any officer or member of such Registered Society 
and relating to the business thereof are exempted under Sub-sec. (c). 
Vide Home Department notification No 376 (Judicial) dated Simla, 
the 24th April 1914. 

The Local Government may at any time withdraw such exemptions 
{See Sec. 46.) 

Do societies other than co-operative credit societies enjoy these 
exemptions ? The Government of India notifications are not clear on the 
point. 


Property and funds of registered societies. 


Restrictions on 
loans. 


29. (i) A registered society shall not 
make a loan to any person other than a 


member : 

Provided that, with the general or special sanction of the 
Registrar, a registered society may make loans to another 
registered society. 

( 2 ) Save with the sanction of the Registrar, a society 
with unlimited liability shall not lend money on the security 
of moveable property, 



574 the co-operative movement in INDIA. 


(3) The Local Government may, by general or special 
order, prohibit or restrict the lending of money on mortgage 
of immoveable property by any registered society or class of 
registered societies. 

Sub-Sec. (i). One of the main points of distinction between a Co- 
operative Bank and a Joint-Stock liank is that the former may make a loan 
only to its member and not to outsiders, whereas in the case of the latter 
there is no such restriction. The former receives deposits from out- 
siders on payment of interest but does not issue loans to them unless they 
become members. It is very essential that loans should be advanced to 
members only. It is one of the objects of the Act to encourage thrift : 
and the most efficacious encouragement to the accumulation of savings is 
to insist that no advances shall be made except to those who have 
become members and have made a payment to the funds of the society. 

Sub-Sec. ( 2 ). A society with unlimited liability generally lends money 
on personal credit or the credit which arises from the individual character 
.and substance of its members and not on real credit or material security ; 
the reason is that the moral aim of co-operation can best be achieved 
by this method and the society may be of help to the poorest of 
members who may nOt have sufficient moveable or immoveable property. 

The practical reason underlying this rule is that in MofTusil villages 
it is very difficult to appraise the value of moveable property and to 
examine the title deeds of immovable property to be mortgaged. Hence 
these restrictions on lending of money by society on security of moveable 
and immoveable property. 

There are some, however, who do not see the necessity of such 
restrictions. They point out that “while personal credit was undoubtedly 
the basis of their transaction, such things as jewels might properly be 
received as collateral security, that the custom of the society is to regard 
jewellery as available for this purpose and that if a member is debarred 
from utilising his material credit to the full in borrowing from his 
society, there will be danger of his using it to borrow from the money 
lender.’^ 

“While there are practical difficulties in connection wkh the custody 
and valuation of jewellery which might be formidable in the case of some 
village societies, it would be well to make distinctions. When a rural 
society is located in a town or a large village, with silversmiths available, 
with a ready market at hand, and with members and officers of intelli- 
gence, it may safely be trusted to conduct transactions which might be 
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dangerous in the case of a mqre strictly rustic association. Power has, 
therefore, been given to the Registrar to allow any society, which he 
thinks can be safely trusted, to advance money upon jewellery ; and he 
will be able to feel his way in the matter.” Governmefit of India Reso- 
lution^ Department of Revenue and Agriculture^ No. i-6j-s issuea on 
2gth April igo^. 

Sub. Sec. ( 3 ). Mortgage. “The question of mortgage is still more 
difficult. On the one hand, one of the methods in which an involved 
cultivator can most effectively be assisted is by enabling him to substitute 
a mortgage upon reasonable for one upon exorbitant terms ; and a member 
who is refused the credit to which his property in land fairly entitles him, 
merely because he is not allowed to hypothecate it to the society, may be 
driven to the money-lender for a loan which, had it not been for the 
prohibition, he might have taken from the society with advantage to both 
parties. On the other hand, it is exceedingly inadvisable that the 
societies should be allowed to lock up their limited capital in a form in 
which it is not readily available : their most useful form of business will 
probably be small loans for short periods with prompt recoveries ; and it is 
above all things desirable that they should keep out of the Law Courts. 
The final conclusion was that loans upon mortgage should be allowed in 
the first instance, but that the Local Government should have power to 
prohibit or restrict them, either generally or in any particular case, if it 
is found that interference is necessary” {Ibid.) 

The following remarks of the Maclagan Committee are generally 
applicable to this section : “It is a central princrple of co*operation that 
security should be personal ; that is, that it should depend primarily on 
the man and his sureties and not on his property. The idea of personal 
security, however, implies the power of a member to repay, and this in 
its turn depends on his capacity as a worker, his honesty of character 
and the amount of his property. A Co-operative Society differs from an 
ordinary money-lender in that it takes cognisance of all three factors, 
while the latter looks at the last only. There is nothing unco-operative 
in the hypothecation of immoveable property, so long as it is recognised 
that personal security must be given and that the borrower’s property is 
only a secondary or collateral protection. It follows from this that, when 
tangible property is accepted as security for a loan, it should be taken in 
addition to the instrument executed by the borrower and his sureties, and 
not in place of them ; and we think that the existence of a pledge or 
mortgage should not absolve societies from taking sureties also or from 
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proceeding, in case of default, against sureties before taking action 
against the property.’* 

30 . A registered society shall receive deposits and loans 

Restrictions on persoiis who are not members only to 

borrowing. extent and under such conditions as 

may be prescribed by the rules or by- laws. 

As regard borrowing an unfettered power to borrow may prove 
dangerous to a society. So power has been reserved to Local 
Governments to regulate it in such manner as experience may show to be 
desirable. Hence restrictions are made by rules and by by-laws as to the 
extent of loans that a society can make. Agricultural produce should 
stand on precisely the same footing, as money for all purposes of subs- 
criptions, deposits, advances, payments and recoveries. Such trans- 
actions are within the ordinary powers of the societies. 

31 . Save as provided in sections 29 and 30, the trans- 

actions of a registered society with persons 

Restrictions on , . 

other transactions other than members shall be subject to 
with non-members. 

such prohibitions and restrictions, if any, 
as the Local Government may, by rules, prescribe. 

Under this section the Local Government have been given power to 
impose restrictions other than those laid down in Secs. 29 and 30 with 
regard to transactions with non-members. 


Investment 

funds. 


of 


32 . (i) A registered society may invest 
or deposit its funds — 

(а) in the Government Savings ] 3 ank, or 

( б ) in any of the securities specified in section 20 of the 

Indian Trusts Act, 1882, or 


(c) in the shares or on the security of any other register- 
ed society, or 

{d) with any bank or person carrying on the business 
of banking, approved for this purpose by the 
Registrar, or 


{e) in any other mode permitted by the rules. 
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(2) Any investments or deposits made before the com- 
mencement of this Act which would have been valid if this 
Act had been in force are hereby ratified and confirmed. 

Sec. 20 Indian Trusts Act (Act II of 1882) runs thus: — Where the 
trust property consists of money and cannot be applied immediately or 
at an early date to the purposes of the trust, the trustee is bound (subject 
to any direction contained in the instrument of trust) to invest the money 
on the following securities, and on no others : — 

{a) in promissory notes, debentures, stock, or other securities of the 
Government of India, or of the United Kingdom of Great 
Britain and Ireland ; 

{b) in bonds, debentures, and annuities charged by the Imperial 
Parliament on the Revenues of India ; 

(c) in stock or debentures of, or shares in Railway or other com- 

panies, the interest whereon shall have been guaranteed by 
the Secretary of State for India in Council ; 

(d) in debentures or other securities for money issued under the 

authority of any Act of Legislature established in British 
India on behalf of any Municipal Body, Port Trust or City 
Improvement Trust in any Presidency town or in Rangoon 
town, or by or on behalf of the trustees of the port of 
Karachi ; 

{e) on the first mortgage of immoveable prop'erty situate in British 
India ; provided that the property is not a lease hold for a 
term of years and that the value of the property exceeds by 
one-third, or if consisting of buildings, exceeds by one half, 
the mortgage money ; or 

(/) on any other security expressly authorised by the instrument 
^ of the trust, or by any rule which the High Court may from 
time to time prescribe in this behalf. Provided that, where 
there is a person competent to contract and entitled to 
possession to receive the income of the trust property for his 
life, or for any greater estate, no investment on any security 
mentioned or refered to in clauses {d). (e) and (/) shall be 

made without his consent in writing. 

Clauses i (b)y {c) and (e) were not in the former Act, They ar^ 
inserted to extend the scope of investment. 

48 
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cl. (i) (a) The funds of a society are kept either in the Central Bank 
to which it is affiliated or in a Post Office Saving Bank 
where the account of the society is considered as public 
account. 

cl. (i) (t:) A registered society may invest its funds in shares of 
another registered society or may deposit its funds with any 
third party on the guarantee of another registered society, the 
latter being bound to make good to the former any loss 
arising from its so depositing its funds with a third party. 

The funds and papers of a Co-operative Credit Society are 
kept in the Treasury for safe custody under the orders of some of 
the Local Governments. 

33. No part of the funds of a registered society shall be 
Punds not to be divided by way of bonus or dividend or other- 

divided way of . . 

profit. Wise among its members : 

Provided that after at least one fourth of the net profits 
in any year have been carried to a reserve fund, payments 
from the remainder of such profits and from any profits of 
past years available for distribution may be made among 
the members to such extent and under such conditions as 
may be prescribed by the rules or by-laws : 

Provided also that in the case of a society with unlimited 
liability no distribution or profits shall be made without 
the general or special order of the Local Government in this 
behalf. 

Every Society, whether on the basis of limited liability or on that 
of unlimited liability, must carry one-fourth of the net profits 
to the Reserve fund. In the case of a limited liability society after 
the one-fourth has been carried to the reserve fund, payments may be 
made in the shape of dividend, bonus etc, subject to such restrictions 
as may be laid down in the Government rules or the by-laws. 

In the case of an unlimited liability society division of the net profits 
after deducting one-fourth cannot be so made except on the general or 
special sanction of the Local Government. If there is no such sanction 
unlimited liability societies must carry their entire profits to the reserve 
fund after deduction of any payment made for charitable purposes in 
accordance with sec. 34. 
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The clause regarding payment of dividend in the case of the unlimited 
liability society with the sanction of the Local Government has been 
specially enacted to suit the requirements of a new type of Society with 
unlimited liability in which shares are paid up by instalments spread 
over a term of years and the shareholders are entitled to profits after 
expiration of that term. This section allows distribution of profits to 
such class of societies under the general or special order of Local 
Government independently of the particular consideration regarding the 
size of the reserve fund and the rates of interest on loans which were < 
prescribed by the old Act. 

The Reserve Fund serves three purposes : — (i) If there is any loss or 
remission the reserve fund will bear it. (2) It creates additional credit 
in the money market. (3) Lastly as the reserve fund increases there 
will be less and less necessity to profit out of interest and so the rate of 
interest payable on loans issued by the society will be gradually 
reduced. It may comedown to 3 per cent per annum after years of good 
management of the funds of the society. The Reserve fund is at all times 
indivisible among the members, the object being to prevent the members 
from the temptation of closing the society and thus getting an opportunity 
of dividing the accumulated funds amongst themselves. It is for this 
reason that the by-laws provide that when a society is wound up the 
reserve fund is utilized for such public purpose as the members may 
decide. 

34. Any registered society may, with the sanction of 

Contribution to Registrar, after one-fourth of the net 

charitable purpose. profits in any year has been carried to a 

reserve fund, contribute an amount not exceeding ten per 
cent, of the remaining net profits to any charitable purpose, 
as defined in section 2 of the Charitable Endowments Act 
1890. 

This provision is new and permission is hereby given to devote a part 
of the profits of a society to charitable purposes. “Charitable purposes*^ 
are thus defined under Act I of 1890 : “In this Act ‘charitable purpose* 
includes relief of the poor, education, medical relief and the advancement 
of any other object of general public utility, but does not include a purpose 
which relates exclusively to religious teaching or worship.** 

The previous sanction of the Registrar is necessary before any payment 
is made for such charitable purpose. The maximum amount is limited to 
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to p. a of the net profits after ^ has been carried to the Reserve Fund 
f • 7 t cent of the net profits. Suppose a society makes a net profit 
of Rs. loo in any year, Rs. 25 will go to the Reserve Fund and 10 p. c. 
of the balance comes to 7 } rupees. 

Inspection of affairs. 

35. (/) The Registrar may of his own motion, and shall 

Inquiry by Regi.. request of the Collector, or on the ap- 

plication of a majority of the committee, or 
of not less than one-third of the members, hold an inquiry or 
direct some person authorised by him by order in writing in 
this behalf to hold an inquiry into the constitution, working 
and financial condition of a registered society. 

( 2 ) All officers and members of the society shall furnish 
such information in regard to the affairs of the society as the 
Registrar or the person authorized by the Registrar may 
require. 

Enquiry may be made by the Registrar (a) of his own motion, 
(/;) at the request of the Collector, (^:) on the application of a majority of 
the Committee and (r/) on the application of not less than | of the 
members. 

The Registrar may himself hold the enquiry or may authorise any 
body in writing. In any case where the Registrar authorises a person 
the authority must be in writing. 

36. (/) The Registrar shall, on the application of a 

Inspection of Creditor of a registered society, inspect or 
books of Indebted 

society. direct some person authorized by him by 

order in writing in this behalf to inspect the books of the 
society ; 

Provided that — 

{a) the applicant satisfies the Registrar that the debt 
is a sum then due, and that he has demanded 
payment thereof and has not received satisfac- 
tion within a reasonable time ; and 
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{b) the applicant deposits with the Registrar such sum 
as security for the costs of the proposed inspec- 
tion as the Registrar may require. 

(2) The Registrar shall communicate the results of any 
such inspection to the creditor. 

By this section power is given to a creditor of a registered society to 
move the Registrar to inspect the books of a society. 

37 . Where an inquiry is held under section 35, or an 

inspection is made under section 36, the 

Costs of inquiry. ^ , 

Registrar may apportion the costs, or such 
part of the costs as he may think right, between the society, 
the members or creditor demanding an inquiry or inspection, 
and the officers or former officers of the society. 

This Section provides for the levy of cost for enquiry held under 
Secs. 35 & 36. It will be noticed that the cost may be recovered either in 
whole or in part from (/t) the society {b) the member demanding the 
enquiry, (c) creditors demanding the enquiry, {d) the existing officers of 
the society (e) former officers of the society. Costs may be recovered from 
any one of these or may be divided amongst each or all of these as the 
Registrar may think fit. 

38 . Any sum awarded by way of costs under section 37 

may be recovered, on application to a 
Recovery of costs. n/r • » • , 

Magistrate having jurisdiction in the place 

where the person from whom the money is claimable actually 
and voluntarily resides or carries on business, by the distress 
and sale of any moveable property within the limits of the 
jurisdiction of such Magistrate belonging to such person. 

Dissolution of society. 

39 . (/) If the Registrar, after an inquiry has been held 

under section 35 or after an inspection has 

Dissolution. been made under section 36 or on receipt of 

an application made by three-fourths of the members of a 
registered society, is of opinion that the society ought to ho 
dissolved, he may cancel the registration of the society. 
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( 2 ) Any member of a society may, within two months 
from the date of an order made under sub-section (/), appeal 
from such order. 

(j) Where no appeal is presented within two months 
from the making of an order cancelling the registration of a 
society, the order shall take effect on the expiry of that 
period. 

(^) Where an appeal is presented within two months, the 
order shall not take effect until it is confirmed by the appel- 
late authority. 

f5) The authority to which appeals under this section 
shall lie shall be the Local Government : 

Provided that the Local Government may, by notification 
in the local official Gazette, direct that appeals shall lie to 
such Revenue-authority as may be specified in the notifica- 
tion. 

This section empovvers the Registrar to cancel the registration of a 
society under the following conditions : (i) If the enquiry held under 
Sec. 35 or (2) the inspection made under Sec. 36. satisfy the Registrar 
that the society ought to be dissolved or (3) if any application for 
dissolution is made by three-fourths of the members of a Registered 
society. (The Registrar ‘may also cancel the Registration of a society 
when the total number is reduced to less than 10 as per next section). 

Any member of the society against which an order of dissolution has 
been passed may appeal to the Local Government or such Revenue 
authorities as may be specified in the notification of the Local Govern- 
ment published in the local Official Gazette. The appeal is to be 
presented within two months of the issue of the order of cancellation 
which takes effect from the date of the final order of the appellate 
authority. 

The law does not give any power to the creditor of a society to appeal 
against an order of dissolution. 

“The causes put forward for the failure of societies are very various 
and include a want of due supervision, indiscreet loans, contumacy of 
borrowers, unpunctuality of repayments, the restriction of loans to a 
few individuals, dishonesty or incompetency of society-officials, bad selec- 
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tion of members, the extension of a society over too large an area, con- 
cealment of old debts, faulty Qonstitution, internal dissensions, insufficient 
funds or membership, the preponderating influence of one member, and 
general lack of interest by members in the affairs of the society/— 
{Maclagan Committee's Report^ p. 53.) 

40 . Where it is a condition of the registration of a 
society that it should consist of at least ten 
registration of members, the Registrar may, by order in 
writing, cancel the registration of the 
society if at any time it is proved to his satisfaction that the 
number of the members has been reduced to less than ten. 


Provision is made under this section for maintaining after 
registration the minimum number of members required for a society 
which applies for registration. There is no similar provision for maintain- 
ing other qualifications as regards residence, caste etc. which are pres- 
cribed for credit societies in Sec. 6 (a) and (^). It is intended that the 
Registrar should, in sanctioning the proposed by-laws of a credit society, 
satisfy himself that proper residential and class qualifications are rendered 
obligatory for future members ; but it is contemplated that the qualifica- 
tions laid down should, where necessary, be subject to alteration by 
simple amendment of by-laws sanctioned by the Registrar, whereas if the 
law had prescribed the rigid application of the qualifications originally 
prescribed to future members, no alteration could have been made in these 
qualifications without the dissolution and reconstitution of the society. 


Effect of cancella- 
tion of registration. 


41 . Where the registration of a society 
is cancelled, the society shall cease to exist 
as a corporate body — 

(«) in the case of cancellation in accordance with the 
provisions of section 39, from the date the order 
of cancellation takes effect ; 
the case of cancellation in accordance with the 
provisions of section]40, from the date of the order. 
Where the registration of a society is cancelled 
under section 39 or section 40, the Registrar 
may appoint a competent person to be 
liquidator of the society. 


( 6 ) in 
42 . (I) 

winding up. 
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(2) A liquidator appointed under sub-section, (i) shall 

have power — > 

{d) to institute and defend suits and other legal pro- 
ceedings on behalf of the society by his name 
of office j 

(d) to determine the contribution to be made by the 
members and past members of the society res- 
pectively to the assets of the society ; 

(c) to investigate all claims against the society and, 

subject to the provisions of this Act, to decide 
questions of priority arising between claimants ; 

(d) to determine by what persons and in what propor- 

tions the costs of the liquidation are to be borne ; 
and 

(e) to give such directions in regard to the collection 

and distribution of the assets of the society, as 
may appear to him to be necessary for winding 
up the affairs of the society. 

(3) Subject to any rules, a liquidator appointed under 
this section shall, in so far as such powers are necessary for 
carrying out the purposes of this section, have power to sum- 
mon and enforce the attendance of witnesses and to com- 
pel the production of documents by the same means and 
(so far as may be) in the same manner as is provided in the 
case of a Civil Court under the Code of Civil P-rocedure. 1908. 

(4) Where an appeal from any o«der made by a liqui- 
dator under this section is provided for by the rules, it shall 
lie to the Court of the District Judge. 

(5) Orders made under this section shall, on application, 
be enforced as follows : — 

(«) when made by a liquidator, by any Civil Court 
having local jurisdiction in the same manner as 
a decree of such Court ; 
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(6) when made by the Court of the District Judge on 
appeal, in the same manner as a decree of such 
Court made in any suit pending therein. 

(6) Save in so far as is hereinbefore expressly provided, 
no Civil Court shall have any jurisdiction in respect of any 
matter connected with the dissolution of a registered society 
under this Act. 

On cancellation of a society the Registrar may appoint a competent 
person as liquidator to wind up the affairs of the society. This section 
defines the powers and duties of the liquidator. Certain portion of the 
C. P. Code is applicable in proceedings before the liquidator for 
enforcing attendance of witnesses and production of documents. 
Orders of the liquidator are treated as a decree and are executed as 
such under the provisions of C. P. Code by a Civil Court having local 
jurisdiction. Appeal from order of Liquidator lies to the Court of the 
District Judge having local jurisdiction, if it is so provided for by the 
rules and the order passed by him is executed as a decree passed by such 
Court in a suit before him. 

The Section of the Indian Contract Act relating to Dissolution 
of Partnership Contract does not apply to a dissolution of Co-operative 
Society. 


Rules, 

43. (i) The Local Government may, for the whole or any 
part of the Province and for any registered 
*^“***’ society or class of such societies, make rules 

to carry out the purposes of this Act. 

(2) In particular and without prejudice to the generality 
of the foregoing power, such rules may — 

{a) subject to the povisions of section 5, prescribe the 
maximum number of shares or portion of the 
capital of a society which may be held by a 
member ^ 


49 
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td) prescribe tKe forms to be used and the conditions 
to be complied with in the making of applica- 
tions for the registration of a society and the 
procedure in the matter of such applications ; 

(£■) prescribe the matters in respect of which a society 
may or shall make by-laws and for the procedure 
to be followed in making, altering and abrogating 
by-laws, and the conditions to be satisfied prior 
to such making, alteration or abrogation ; 

(d) prescribe the conditions to be complied with by 

persons applying for admission or admitted as 
members, and provide for the election and ad- 
mission of members, and the payment to be 
made and the interests to be acquired before the 
exercise of the right of membership ; 

(e) regulate the manner in which funds may be raised 

by means of shares or debentures*or otherwise ; 

(/) provide for general meetings of the members and 
for the procedure at such meetings and the 
powers- to be exercised by such meetings j 

(if) provide for the appointment, suspension and re- 
moval of the members of the committee and other 
officers, and for the procedure at meetings of the 
committee, and for the powers to be exercised 
and the duties to be performed by the committee 
and other officers ; 

{/t) prescribe the accounts and books to be kept by a 
society and provide for the audit of such ac- 
counts and the charges, if any, to be made for 
such audit, and for the periodical publication of 
a balance sheet showing the asssets and liabi- 
ties of a society ; 
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(/) prescribe the returns to be submitted by a society 
to the Registrar and provide for the persons by 
whom and the form in which such returns shall 
be submitted ; 

{j) provide for the persons by whom and th^ form in 
which copies of entries in books of societies may 
be certified ; 

(/t) provide for the formation and maintenance of a 
register of members and, where the liability of 
the members is limited by shares, of a register of 
shares ; 

(/) provide that any dispute touching the business of a 
society between members or past members of 
the society or persons claiming through a 
member or past member or between a member 
or past member or persons so claiming and 
the committee or any officer' shall be referred 
to the Registrar for decision or, if he so 
directs, to arbitration, and prescribe the mode of 
appointing an arbitrator or arbitrators and the 
procedure to be followed in’ proceedings before 
the Registrar or such arbitrator or arbitrators, 
and the enforcement of the decisions of the 
Registrar or the awards of arbitrators ; 

provide for the withdrawal and expulsion of mem- 
bers and for the payments, if any, to be made to 
members who withdraw or are expelled and for 
the liabilities of past members ; 

(«) provide for the mode in which the value of a de- 
ceased member’s interest shall be ascertained, 
and for the nomination of a person to whotQ 
such interest may be paid or transferred ; 
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(<?) prescribe the payments to be made and the condi- 
tions to be complied with by members applying 
for loans, the period for which loans may be 
made, and the amount which may be lent, to an 
individual member ; 

{p) 'provide for the formation and maintenance of 
reserve funds, and the objects to which such 
funds may be applied, and for the investment 
of any funds under the control of the society ; 

<{q) prescribe the extent to which a society may limit 
the number of its members ; 

{r) prescribe the conditions under which profits may be 
distributed to the members of a society with un- 
limited liability and the maximum rate of divi- 
dend which may be paid by societies : 

{s) subject to the provisions of section 39, determine 
in what cases an appeal shall lie from the orders 
of the Registrar and prescribe the procedure to 
be followed in presenting and disposing of such 
appeals ; and 

{t) prescribe the procedure to be followed by a liquidator 
appointed under section 42, and the cases in 
which an appeal shall lie from the order of such 
liquidator. 

(3) The Local Government may delegate, subject to such 
conditions, if any, as it thinks fit, all or any of its powers to 
make rules under this section to any authority specified in 
the order of delegation. 

(4) The -power to make rules conferred by this section is 
subject to the condition of the rules being made after previous 
publication. 

(5I All rules made under this section shall be published 
in the local official Gazette and on such publication shall 
have effect as if enacted in this Act. 
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Sub-seCn. (i) {q) Rules framed under this:sub-section are intended 
to prevent co-operative societies from becoming close corporations for 
the benefit of a few individuals. 

Sub-Sec. (i) {r). Under the clause the maximum rate of dividend 
is prescribed to prevent profits from being diverted to the benefit of 
share-holders and to cheapen the services to be performed by the society. 

Miscellaneous. 

44 . (i) All sums due from a registered society or from 

Recovery of aumg an officer or member Or past member of a 
due to Oovernment. registered society as such to the Govern- 
ment, including any costs awarded to the Government under 
section 37, may recovered in the same manner as arrears of 
land-revenue. 

(2) Sums due from a registered society to Government 
and recoverable under sub-section (i) may be recovered, 
firstly, from the property of the society ; secondly, in the 
case of .a society of which the liability of the members is 
limited, from the members subject to the limit of their lia- 
bility ; and, thirdly in the case of other societies, from the 
members. 

See Act XI of I and Act I of 1 The provision of the latter 
Act apparently applies to realize the sums mentioned in the section. 
The amount due to Government is a public demand. Hence the sums 
referred to in Sub-sec, (i) are to be realized under the Public Demands 
Recovery Act. (Act I of 1895.) 'f'he procedure is as follows : — Under Sec. 6 
of Act I of 1895 ^he certificate officer makes a certificate of the amount 
of the sums remaining unpaid, which has the force of a decree of a 
Civil Court. Under Sec. 10 of the said Act the judgment-debtor is served 
with a notice and a copy of such certificate. After service of such 
notice, such certificate shall bind all immoveable property as if such 
property has been attached. The judgment-debtor can file an objection 
to the certificate under Sec. 12 denying his liability within 30 days from 
the service of such notice, or where no such notice has been duly re- 
ceived, within 30 days from execution of any process for enforcing such 
certificate. The objection is then heard, under Sec. 32 (a). An appeal lies 
from any original order of a Certificate Officer other than that of the 
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District Collector to the District Collector. An appeal from the order of 
the District Collector lies to the Commissioner within 30 days from the 
decision of the District Collector. 

Lastly a suit lies in the Civil Court for the cancellation of the certificate 
within 6 months from the date of service of notice under Sec. 10, from 
the date of determination of objection under Sec. 12 or from the date 
of the decision of appeal under Sec. 32 (a). 

The certificate aforesaid being treated as a decree of a Civil Court is 
executed as a decree under the Civil Procedure Code. 


45. Notwithstanding anything contained in this Act, 
Power to exempt Local Government may, by special 

dition!i*aB*to”re‘guI order in each case and subject to such con- 
ditions, if any, as it may impose, exempt 
any society from any of the requirements of this Act as to 
registration. 


46. The Local Government may, by general or special 


Power to exempt 
re8:i8tered societies 
from provisions of 
the Act. 


order, exempt any registered society from 
any of the provisions of this Act or may 
direct that such provisions shall apply to 


such society with such modifications as may be specified in 
the order. 


It was found impossible by this Act to provide for all eventualities 
and that however generally suitable the specific provisions of the Act 
might be, there might well be special circumstances to which they were 
unsuited. Hence this section was enacted. 


In the body of the Act have been included those provisions which it 
is believed will be suitable to the type of Co-operative Societies that are 
most likely to come into existence in this country, and these provisions 
will constitute the normal law which will apply of its own force to these 
societies in general. But the Local Government will have an absolutely 
free hand to depart from or vary them, on condition only that it 
does so by special order in each case and after full consideration of the 
circumstances that justify this departure, Of course it is intended that 
this power should be exercised only on behalf of societies the actigns 
of which are consonant with the objects which the Act is intended to 
promote and with their constitution and objects. In the second place it 
was desirable to confer on^them special privileges and facilities, in order 
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to encourage their formation and assist their operation. And thirdly, 
since they were to enjoy exemptions from the general law and facilities 
of special nature, it was necessary to take such precautions as might be 
needed in order to prevent speculators and capitalists from availing 
themselves, under colorable pretexts, of privileges which were not 
intended for them, 

47. (i) No person other than a registered society shall 
Prohibition of the trade or Carry on business under any name 

use of the word * 'co- r i i i 

operative.” or title of which the word “co-operative^* is 

part without the sanction of the Local Government : 

Provided that nothing in this section shall apply to the 
use by any person or his successor in interest of any name 
or title under which he traded or carried on business at the 
date on which this Act comes into operation. ^ 

( 2 ) Whoever contravenes the provisions of this section 
shall be punishable with fine which may extend to fifty 
rupees and in the case of a continuing offence with further 
fine of five rupees for each day on which the offence is conti- 
nued after conviction therefor. 


Except this section no other penal section is provided for carrying out 
the provisions of the Act. 


Indian Companies 
Act, 1882, not to 
apply. Saving: of 
existing: societies. 


48. The provisions of the Indian Com- 
panies Act, 1882 , shall not apply to regis* 
tered societies. 


The reasons for the non-applicability of the Indian Companies Act are 
thus set forth in the Government of India Resolution : Department of 
Revenue Agriculture, dated the 20 April igo^, “The Companies Act at 
present in force (Act VI of 1882) contains 256 Sections, and its elaborate 
provisions, however necessary in the combinations of capital on a large 
scale, are wholly unsuited to societies of the kind it is now desired to 
encourage. The first thing to be done, therefore, was to take such 
societies out of the operation of the general law on the subject, and to 
substitute provisions specially adapted to their constitution and objects* 
In the second place it was desirable to confer upon them special privileges 
and facilities, in order to encourage their formation and assist their 
operation. And, therefore, since they were to enjoy exemptions from 
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the general law and facilities of a special nature, it was necessary to take 
such precautions as might be needed in order to prevent speculators and 
capitalists from availing themselves, under colourable pretexts, of pri- 
vileges which were not intended for them.” 

49 . Every society now existing which has been regis- 
tered under the Co-operative Credit Societies Act, 1904, 
shall be deemed to be registered under this Act, and its 
by-laws shall, so far as the same are not inconsistent with 
the express provisions of this Act, continue in force until 
altered or rescinded. 

50 . The Co-operative Credit Societies 
Act, 1904, is hereby repealed. 


Repeal. 



CHAPTER XXI- 


CONCLUSION. 

‘'VVe have the beginnings of a great movement,” said. 
H. E. Lord Carmichael in tiie excellent opening speech before; 
the sixth Bengal Provincial Co-operative Conference, “which 
will not only bring wealth to the individual but will teach him 
thrift with all its economic and moral advantages ; and it 
will teach him more : it will teach him to work gratuitously 
for the good of his fellowmen realising that his salvation is 
bound up in the salvation of those around him. I believe 
that the young men of Bengal are ripe for such work. I 
know how they worked in the great floods in the Burdwan 
Division and how some of them are still working in the 
flooded areas of Midnap )re. I then learnt what they were 
prepared to sacrifice for the good of others. In Co-operation 
the young men have an almost unlimited field for such social 
service and I appeal to them to make the most of it. It is 
not perhaps heroic work, but it is the quiet work of the multi- 
tude of men which brings about a great economic revolution. 
This noble appeal, coming, as it does, from the august 
head of our province has a significance all its own : all our 
educated countrymen should become missionaries of the 
gospel of Co-operation and should help on the Co-operative 
movement — a movement which will metamorphose out dark 
arid Sahara of hopeless rural indebtedness into a beautiful 
oasis of hope, sunshine and cheerfulness — it will convert 
sorrow into joy, penury into plenty. It is the work in which 
the truly patriotic Indian must join, if he wants to do some 
real good to the dumb, debt ridden millions upon the fruit of 
whose labour he subsists. And, as the Hon’ble Mr. Lyon 
has truely remarked, ^^the movement comprises work for alb 

50 
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For the town man, there is work in the formation and 
management of Central Banks, of Unions, and of those 
urban societies which have already proved a valuable branch 
of our labours ; for the big landlord there is the Union of 
the co-operative credit societies within his estates and the 
formation of others in his own village and elsewhere, and 
there is the friendly interest in the work of other organisers 
and enthusiasts which will do so much to commend our prin- 
ciples ; for the minor landlords, tenure- holders or talukdars 
'there is the infinitely interesting work of organising indivi- 
dual societies, of awakening the dormant conscience of the 
people to the advantages of thrift, and the gradual upraising 
of public opinion and public life in rural areas ; and we all 
know how much in the way of education and sanitation and 
other necessities of existence depends upon the awakening of 
the people’s conscience, Nor need it be feared that the work 
will prove dull or uninteresting. While the politician may 
sometimes well lose heart when he thinks of the greatness of 
the subjects with which he deals, and the long and weary 
distance he must traverse before he can reach his goal, the 
village and town organiser of co-operative credit societies 
sees his work justifying itself before his eyes, and his reward 
comes to him at once in the visible advancement of the people 
for whom he is living.” 

We cannot better conclude than by quoting the following 
passage from the concluding portion of Sir Frederick 
Nicholson’s valuable report. “What is wanted is the individual 
initiative and continuous devotion of those who, by their 
position and education, by the wisdom of an educated 
philanthropy, should lead the country in the path of rural 
reform. There are in every considerable village, men fully 
the equal in intelligence and status of men who in Europe 
locally administer the movement and direct the institution j 
it remains only to find men of apostolic fervour who will 
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pioneer and champion the idea and will labour in person in 
the villages, not merely or so much in lecturing and writing, 
good though these may be, but in the actual establishment 
and administration of humble societies. It is not in great 
schemes or institutions, nor in reports or circulars or Govern- 
ment orders, not even in specially granted privileges, that 
success lies, but in the unassuming labours which, starting 
with simple ideas, simple aims and simple facts overcome each 
difficulty as it arises, and perfect, ambuldndo, the systems 
which shall be found suitable to the needs of the country. It 
is beyond the powers of any brain, however fertile, of any 
man, however fully informed to conceive in advance a method, 
confectus ad unguent, of banking for the people, least of all in 
a country where the conditions are so novel, the banking idea 
so absolutely unknown, as in this country. Success can only 
arise from the long continued practical efforts of zealous men, 
who, while informed in the details of every method yet tried, 
can yet live among the people, vivify them with . their own 
spirit and intelligence, energise them with some of their own 
enthusiasm and with them work out in actual fact, even 
though on the humblest lines, the system or systems of 
the future." 
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These include loans from Central Societies to other Societies. 


APPENDIX B. 


THE GROWTH OF CO-OPERATION IN INDIA. 

GOVERNMENT OF INDIA. 

Resolution No. 12^287-1^ dated Simla., the 17th June igi4. 

“If the system ef co-operation can be introduced and utilized to 
the full, I foresee a great and glorious future for the agricultural 
interests of this country.’’— His Majesty the King-Emperor,' 13th 
December 1911. 

Introductory. — Ten years ago there was nothing beyond a few scat- 
tered experiments to indicate the oresence of the co-operative movement 
in India. To-day there are over 12,000 societies with nearly 600,000 
members and with a working capital of over five crores of rupees, and 
co-operation has firmly established itself as a powerful factor in the 
material and moral welfare of the people. A stage, therefore, appears to 
have been reached at which an endeavour may suitably be made to 
review the manner in which this remarkable development has proceeded, 
and the main principles which have guided it in the past, and should 
guide it in the future. In this Resolution an attempt will be made to 
trace the growth of co-operation in* India, to indicate the benefits— econo- 
mic, social, and educational— which the movement, if wisely directed, may 
be expected to produce, as well as the dangers to be avoided, to describe 
the main features of the various types of society, to discuss a number of 
questions of administrative detail, to examine to what extent State aid has 
been and should be rendered, and, finally, to consider how far, in the 
every day work of administration, district officers should keep in touch 
with the movement and utilize this new element in the national life. 

2. Co-operation \ Credit and other. — Economic co-operation is based 
on the fact that when men are joined together for a common object credit, 
which was denied to the individual, becomes accessible, and advantages 
beyond the reach of any member of the group working independently are 
secured. This principle finds its expression in two distinct methods of 
association, one of which underlies the system of Co-operative Credit, 
while the other is the foundation of Co-operative Purchase, Sale, Produc- 
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tion and Insurance. In the former several persons combine to furnish a 
collective guarantee by which they are enabled to secure mpney at lower 
rates of interest than they could obtain individually. In the latter a 
similar combination is made in order to effect economies in the prepara- 
tion or disposal of produce. The former method of co-operation is 
generally the simpler and more easily managed ; it provides the primary 
requisities for progress, and it is in a sense the foundation of the other, 
both in India and in other countries. 

To form a credit society in its simplest form all that is legally neces* 
sary is for ten or more persons to secure registration. The society on the 
joint security of its members borrows money, and the money so obtained 
is lent to such members as are in need of loans. When joint security is 
offered money can be borrowed by the society at a comparatively low 
rate of interest, and although the interest charged to members who 
borrow from the society is fixed at a slightly higher rate it still remains 
perceptibly lower than that charged in the open market. A society 
formed for the sale of produce would collect the produce at one place, 
convey it to market in the most economical manner and obtain better 
terms by selling to large dealers and not to middlemen. Similarly a 
society, formed for the purchase of seed would combine the contributions 
of its members, buy seed at wholesale prices and distribute it to the 
members at cheap rates. 

3. Origin m India ; Act of Co-operative credit, as an 

organised system, had its origin in Germany about the middle of the 
last century. Its beginnings were of the humblest description. Two men, 
Raiffeisen and Schulze-Delitzsch, started independently about the same 
time to work out a system of credit on co-operative lines, the former in 
the main for poor peasants, the latter for artisans and small tradesmen. 
For a long time progress was slow, but between 1880 and 1890 the move- 
ment may be said to have established itself, and from that time forward 
there has been marked and continuous development. Co operative credit 
has, for reasons which need not be detailed here, hitherto failed to gain 
more than a very small footing in Great Britain, but in Ireland, and in 
most of the principal countries of Europe, it has now obtained an esta- 
blished position as one of the chief elements in the agricultural and 
industrial welfare of the people. Proposals have from time to time been 
made, by Sir William Wedderburn and others, for the establishment in 
India of banks to supply capital to agriculturists and to free them from 
the indebtedness caused by usurious rates of interest, but to solve the 
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problem of agricultur.U indebtedness something more than the creation 
of cheap and uniesiricted credit was required, and, although the possibi- 
lity of extending th-e system of co-operative credit to this country had 
previously been considered, it was not until 1895, when Sir Fiederick 
Nicholson of the Itidiati Civil Service submitted to the Madras Govern- 
ment a valuable and co nprehensive report on the subject, that a real 
beginning was made. In this report he described tlie systems of co- 
operation in force in European countries and examined their applicabi- 
lity to Indian con<litions. While it was under consideration, a volume 
entitled ‘People’s Banks for Northern India’ was published by Mr. 
Dupernex, I.C S, and a few small experimental societies were instituted 
by Mr. Dupernex and other officers in dififerent parts of India. So long, 
however, as the transactions of these societies were governed by the 
complicated provisions of the Con^panies’ Act, it was impossible to ex- 
pect much progress, and a Committee was therefore appointed by Lord 
Curzon-in 8901, under the presidency of Sir Edward Law, to report on 
the action necessary for the establishment of co-operative societies on 
a proper footing. The Committee had the benefit of the advice of Mr. 
Henry Wolff, the leading authority in England on the subject, and as a 
result of its recommendations a Bill was introduced in the Legislative 
Council by Sir Denzil Ibbetson and was subsequently passed as Act X 
of 1904. 

4. Act of igi 2 . — Under the Act of 1904, a simplified form of proce- 
dure was prescribed for ciedit societies and their status was defined. 
Societies were divided Into two classes — ‘rural’ and ‘urban’,— separate- 
conditions being pi escribed in the case of each class in regard to matters 
such as members’ liability and the application of profits, and the business 
procedure of societies was freed from the elaboration of the Companies’ 
Act. Certain duties were prescribed for societies and their members, and 
power was given to the Government to exempt them in certain particulars 
from the operations of the ordinary law. Registrars, with powers under 
the Act, were appointed in each province, and in two years 800 societies 
had sprung into existence. The number steadily increased from year to 
year, and before long the provisions of the law— which were necessarily 
of an experimental nature only— were found to be in some respects faulty, 
and in others inadequate. The distinction ^in treatment between rural 
and urban societies, for instance, was found in practice to be unnecessary. 
There was, moreover, no formal recognition of joint or central societies 
formed of other societies, nor did the Act expressly cover any form of 
co-operation other than co-operative credit, To remedy these and other 
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minor defects which experience had brought to light, a new Act was 
passed in igi2 which aealt with co-operation of all kinds, and it is by this 
Act (No. II of 1912) that co-operation is now regulated in this country. 

5. Rate of progress . — The number of societies (including those in the 
Native States of Mysore and Baroda) has now, according to the latest 
returns available, risen to 12,324 (of which all but 176 are credit societies) 
and the number of members to 573,536. There has been a brisk de^mand 
for the creation of new societies, and considerable pressure has been put 
on Registrars to register societies at a more rapid rate than is represent- 
ed by these figures. They have been flooded with applications for enrol- 
ment, and, even where applications were not received, nothing would have 
been easier than to create new societies, as it were, by beat of drum. The 
principle on which they have acted in spreading the gospel of co-opera- 
tion has been to make sure before accepting converts that the matter has 
been well considered and the new doctrine understood, as one good 
society is, in the end, better than any number of unsuccessful ones. 
The failures that have occurred in the cases when this course was not 
followed, have fully justified the caution with which the numbers have 
been increased. It is sometimes urged that the movement only touches 
an infinitesimal proportion of the population, and that, if co-operation is 
materially to affect the condition of the masses, rtfiore rapid progress 
should be made. But it must be borne in mind that the benefits of the 
societies are by no means confined to registered members. If 600,000 
persons are members, che numbers directly affected, including their fami- 
lies, can scarcely be less than 3 mllions, and if wq take also into account 
the general reduction of the rate of interest and similar benefits to out- 
siders which have followed the spread of the movement, it can fairly be 
claimed that co-operation has already brought relief to some six millions 
of people — a very gratifying and indeed phenomenal outcome of the work 
of ten years. It is true that there is still only one agricultural co-opera- 
tive society in India for every 20,000 of the population engaged in agri-- 
CLilture, whereas in Italy, for instance, there are 18 and in Germany 52. 
But the movement in India is only at its beginning, and the progress made 
in the first stage has been unequalled in any other country. In Germany, 
the pioneer of co-operative credit, -the initial difficulties were immense, 
and 30 societies represented the fruit of 30 years’ effort, while even now, 
according to the best information available, the number of societies in 
Germany after another 30 years does not exceed 17000, In Austria after 
ten years there were 15 societies and now, after some 60 years, about 
12,000. In Russia there are said to be 14,000, in France 4,000, and in 
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Japan 7,000. But, although such rapid progress has been made, the 
movement, fostered as it has been by the resourceful guidance of the 
Registrars, has developed naturally and on sound lines, and the aim 
kept steadily in view has been not the multiplication of societies but 
rather the restriction of the movement within safe bounds. In the 
future, now that the first stage has been passed, it is possible that, with 
the help of federation and increased un-official supervision, the rate of 
progress may in places safely increase, but the caution and restraint 
shown in the past is in every way a matter for congratulation. 

6. Economic benefits , aim of those who form themselves into 
societies is primarily economic. Their object is to obtain money or the 
other necessities of production at cheaper rates, or to sell their produce at 
higher prices than those which prevail in the market to which they would 
individually resort. If this object can be obtained over a considerable 
portion of India, the result will be of immense economic value. It has, 
for instance, been calculated that in interest alone the agriculturists of 
India, by taking loans from co-operative credit societies instead of from 
the' village money-lenders, are even now saving themselves from an 
absolutely unnecessary burden of at least 20 lakhs of rupees per annum, 
and there is no reason why in a few years this figure should not multiply 
itself several times over. The mere saving in interest charges is, how- 
ever, a part only of the benefits received, With the progress of co-oper- 
ation and wirh credit democratised money that has lain rusting in hoards 
has been produced and placed in deposit ; money that would otherwise 
have lain idle has found a serviceable form of investment ; capital that 
would otherwise have been inaccessible has come into the hands of the 
agriculturists ; old debts have been paid off and old mortgages redeemed, 
cases being reported in which the debts and mortgages not of individuals 
only but of whole villages have been cleared off. With freedom from 
debt and with access to capital on reasonable terms, the agriculturist is 
•enabled to develop his means with belter heart and increased resources 
while the production of hoarded money and its application to the develop- 
ment of the country, coupled with an improvement in the economic posi- 
tion of the people, must result in an increase in their purchasing power 
and in the expansion of external and internal trade. 

7. Improvement in agriculture . — In no direction, is co-operation more 
fall of promise than in the improvement of agriculture. From the first it 
has enabled cultivators to grapple with the difficulties caused by bad 
finance and an undeveloped system of rural economy, but during the last 
\Yfo or three years it has begun to show how it can assist th^m in ^irt^ 



THE CO-OPERATIVE MOVEMENT IN INDIA. 40^ 


ning a better living from a reluctant soil and treacherous seasons* In 
time of need, Government has never been backward in helping the pea- 
sant. Loans for the purchase of seed and cattle have been generously 
given ; lenient treatment has hastened recovery from seasonal disasters ; 
and by the greatest gift of all — irrigation— the liability to such disasters 
has been prevented over large areas. But more helpful than any of these 
gifts is the teaching which the Agricultural Department is setting before 
the people. The field, however, is so wide, and the skilled workers so few, 
that mere departmental efforts can never suffice to bring home to every 
cultivator the benefits that agricultural science offers. It is here that co- 
operation has stepped in. It has, in some provinces, provided the means 
whereby, as each improved variety is perfected and made ready for use, 
seed can be conveyed from the Government farm to every village over 
large areas and can be multiplied a thousandfold ; it has enabled the 
purity of the seed to be maintained, and the best price to be secured for 
produce ; it has placed within reach of the cultivator cheap manure and 
implements tested and approved by experts ; it has supplied to cattle 
breeders bulls of superior strains for the improvement of the village 
herds ; and it has provided the means by which useful information can be 
disseminated. 

The association of co-operation with agricultural improvements may 
assume different forms. In one place the co-operative society may per- 
form the functions of an agricultural association ; in another agricultural 
societies or unions may have a separate existence, but may work in the 
closest touch with the co-operative movement. But wherever agriculture 
and co-operation have experienced the assistance which each can derive 
from association with the other, they are fast developing a truly organic 
connection and there can be little doubt that before many years this will 
be the case throughout India. It has indeed been stated by outside 
observers that the efforts of these two departments have made a deeper 
impression on the life of the people than any of the other measures which 
Government is engaged in promoting. 

8. Educational value , — But these direct economic improvements £tre 
not the only benefit which co-operation is conferring on the country. Co- 
operation has been, in the widest sense of the t^rm, education, both 
intellectual and moral. When men arc associated for business purposest 
they feel the need of education. There are tangible reasons for learning 
to keep accounts, to sign pro-notes, to read pass-books and receipts, 
and knowledge of this kind must lessen the chances of fraud while mem* 
bers who are able to read simple co-operative literature will take a more 
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intelligent interest in their society and in the progress of the movement. 
Illiteracy is a hindrance to the movement, and just as co-operation leads 
to a demand for literacy, so literacy encourages the demand for co-opera- 
tion. The effect of co-operation, however, extends beyond this. It does 
more than merely provide cheap credit ; it encourages thrift. The crite- 
rion for admission to a society is a man's character and not his wealth, 
and men, when brought together for their common weal and when pledg- 
ing their common credit, have influenced each other's conduct and ad- 
vanced each other's interests in ways previously undreamt of in this 
country. The fact that the members are ultimately responsible for the 
payment of the debts of each and every member, operates as a powerful 
check on expenditure on unproductive purposes greater than that abso- 
lutely required by public opinion, and marriage expenses have according- 
ly been curtailed. Drunkards and gamblers have been reformed or ex- 
cluded from societies. Self-restraint, punctuality, straightforwardness, 
self-respect, discipline, contentment, and thrift, have been encouraged. 
In some areas litigation has markedly decreased. In others the common 
funds have been usecf to start schools, to provide scholarships, to distri- 
bute quinine, to provide drinking wells, to clean streets. The impetus of 
co-operative credit hj^s led on to saving banks, benefit funds and provi- 
sion for the poor. Those who have first-hand knowledge ol co-operative 
societies are emphatic in their appreciation of the change which the move- 
ment is making in the character of the people affected by it, and it is 
important to bear in mind that co-operation is not merely a device for 
obtaining cheap money,' or for increasing the economic resources of 
members, but is also a potent educational influence and, as such, is de- 
serving of the warmest support from those who have the welfare of the 
people at heart. The managing bodies of the societies have frequently 
been entrusted with the arbitration of disputes and with other duties 
which belong to the traditional village panchayats, and there is some 
reason to think that the continuity of aim, and the solidarity of feeling 
inherent in the movement, may lead to a revival of the corporate village 
life which has been so weakened by the disintegrating influences of 
modern times. 

9. Co-operative credit chiefly for S7nall agriculturists . — In India, as in 
Europe, the greatest obstacle to economic progress has been the difficulty 
of obtaining c^ipital at reasonable interest for peasant agriculture and for 
small industrial enterprises, and the foundation of the whole structure of 
co-operation, both in India and in Europe, has been the credit society. 
The provision of credit for large landowners is a marked feature of co- 



tHE CO-OPERATIVE MOVEMENT IN INDIA. 40$ 

operation in some European countries, and there are no doubt openings 
in India, towards which the Registrars of several provinces have already 
been feeling their way, for organising the credit of the larger landed 
proprietors. But an organisation of this kind rests on an entirely differ- 
ent footing from that of the ordinary credit societya and it is unneces- 
sary to refer to it further in this Resolution. The Indian Act of 1904 was 
admittedly intended to encourage ‘small and simple credit societies for 
small and simple folk with simple needs’ and these still constitute the vast 
majority of the societies which have since been instituted. To those not 
conversant with co-operative ideas the result may often appear trivial. 
The average number of members in a society in this country is 45 only, 
and the average working capital of a society does not exceed ^290 the 
actual figures in many societies being of course often far smaller than 
these. There are indeed societies the capital of which is counted in lakhs, 
but some of them have commenced from petty beginnings of twenty and 
thirty rupees, and the strength of the co-operative movement rests in a 
large number of small but strong societies. Some 600 credit societies are 
concerned with classes and industries other than agricultural, the propor- 
tion of such non-agricultural societies being largest in the United 
Provinces, Bombay and Mysore. These societjes are mainly for 
the benefit of the poorer classes of artisans, weavers for the most 
part, but others, such as carpenters, blacksmiths, shoemakers, etc., 
are also represented. Similar societies have been formed for clerks 
in offices, and they have lately been tried also in regiments in the 
Indian Army. The great bulk, however, of the twelve thousand 
credit societies in the country are for the benefit of the agricultural 
population, and the chief object held in view from the beginning 
has been to provide reasonable credit for small agriculturists, who 
represent the backbone of the Indian polity. The problem of agricultural 
credit has been looked on as more urgent than that of industrial credit, 
and the efforts of Government have been mainly devoted to the relief of 
the small agriculturist. 

10. Effect on money-lenders,— Tht small agriculturist has hitherto 
been dependent for his funds on the small money-lender. It cannot be 
expected that the small money-leiider, who takes great risks and who 
has to make his living, can lend at a low rate of interest. . He has in 
many instances made unfair use of his superior intelligence, speculating 
as he does in dlfconest borrowers he insures himseff against loss by 
making the honest borrower pay, and the evil traditions of past genera- 
tions of insecurity have probably led to higher rates of interest being 
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charged than are now reasonable. The extension of co-operative credit 
entails — and is meant to entail — the discouragement of direct dealings 
between the money-lender and the peasant. So far therefore as the 
money-lender depends on money-lending for subsistence, he finds 
the extension of the movement inimical to his interests. He loses some 
of his customers, and to retain the rest he has to reduce his rates of 
interest. It is not surprising therefore that he should, in many instances, 
have placed obstacles in the way of co-operation and, in some cases, 
even organised combined opposition to it. Cases have indeed been 
known in which Government servants related to, or sympathetic with, 
the money-lending classes have in their official capacity obstructed the 
progress of co-operation, and any cases of this kind when brought to 
light and proved should be dealt with seriously. But although co-opera- 
tion must necessarily interfere with the business of the small money- 
lender there is no reason why he too should not participate in its benefits. 
In the past he has fulfilled a useful function in the rural economy of the 
country, and if he accommodates himself to circumstances he wiil 
continue to do so in the future. It is to be hoped that he will soon 
realise, as in many places he has already realised, not only that co-opera- 
tion has come to stay and that it is useless to oppose it, but also that 
it has a useful and not unremunerative place in its constitution for all the 
old local banking agencies. The loan business of co-operative institu- 
tions is restricted to particular channels and protected by peculiar safe- 
guards ; it also courts full publicity and should therefore prove attractive 
to money-lenders and others who have funds to invest. It is always 
open to the village banker to invest his funds either in the village societies 
or in one or other of the various central agencies, and these will afford 
him a scope for investment much less speculative than the traditional 
banking business of the village, while the increased wealth of the 
villagers will, in the end, open up many opportunities for the profitable 
utilisation of his capital. 

1 1. Reasonable credit . — The object of co-operation is to obtain reason- 
able credit from reasonable creditors. This is not necessarily cheap 
credit and the rates of interest which represent reasonable credit vary 
very widely in different parts of India. A rate which would be con- 
sidered extraordinarily low in Upper Burma would often be looked on as 
extortionate in parts of Gujrat and Madras, and it . is no part of the 
functions of co-operation to reduce too rapidly the rat^P of interest to a 
uniformly low level throughout India. No doubt, as the movement 
strengthens, the rates of interest will everywhere tend to fall, and the 
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process is taking place before our eyes. But a debtor who has been 
accustomed to high rates can only be trained to thrift by gradual relief, 
and the sudden opening up of facile credit has too often led to his ruin. 
It is very desirable that societies should be financed to a large extent by 
local capital, and deposits from members or from the local public cannot 
be expected at rates markedly lower than are obtainable in other forms 
of investment in the neighbourhood. If, moreover, money is lent to 
members of societies at rates much below those prevailing in the area 
affected, there is the danger that money borrowed bf members will be 
lent out again at higher interest. It is accordingly found that credit is 
afforded by societies'at very different rates in different parts of India, but 
so long as the credit in its relation to local conditions is leasonable, it 
cannot be pronounced excessive. 

12. Types of society --Raij^eisen and Schulze^Delitzsch. The prin- 
cipal object of the credit societies being, then, to provide reasonable 
credit for small agriculturists and small artisans, there are various 
systems under which societies can be organised to attain this object. 
Speaking broadly there are two main lines on which societies can be con- 

11 

stituted, and these are known by the names of their originators, 
Raiffeisen and Schulze-Delitzch. The Raiffeisen societies are mainly for 
agriculturists and are often spoken of as ‘rural banks,’ while the Schulze- 
Delitzsch societies are primarily for artisans and are described as ‘people’s 
banks’. There are many points, both of principle and of detail, in which 
the two classes differ, but three only need be considered here, viz,^ (/) the 
area of operations, {ii) the liability of members, and {Hi) the treatment of 
profits. In the rural or Raiffeisen banks members are selected from a very 
limited area, their liability is nearly always unlimited, there are usually 
no shares (or if there are shares their value is very small), and there is 
no division of profits. In the people’s or Schulze-Delitzsch banks, on the 
other hand, the operations of the society may cover an extended area, 
liability is usually limited, and the members have shares and receive 
fairly high dividends: These are the two main types of society known in 
Europe, but there are many variations from these types both in Europe 
and elsewhere. Among these may be mentioned the ‘people’s banks’ of 
Italy organised by M, Luzzatti' somewhat on the lines of the Schulze- 
Delitzsch societies but with limited liability in all cases and with smaller 
shares. In India, where societies have been started primarily for agricul- 
tural needs, they have, for the most part, conformed to the Raiffeisen 
type, but European models have not been slavishly copied, and in a new 
spil, and with new conditions, there h^s beep no hesitation in departing 
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from recognized types • uniformity has not been attempted and one of 
the most marked feature of the Indian system is its elasticity. By 
frequent conferences among themselves the Registrars have kept in touch 
with the essential principles of co-operation, and so long as these prin- 
ciples are maintained, there can he no objection in adopting a consider- 
able diversity of types. 

13. Area of operations , — As credit, which is denied to the individual, 
becomes accessible to the society because the joint security of all its 
members is offered, each member must be responsible for every other 
member and thisjin fact and not merely in name. They must therefore 
be personally acquainted with one another and be in a position to exercise 
mutual control in their transactions with the society. It is true there 
must be no such artificial limitation in membership as would lead to the 
society becoming a close corporation, but there must be such a limitation 
as will ensure that the society is based on the principle of mutual 
responsibility. For this reason it has been found necessary, as a rule, to 
require that all the members of a society shall be residents of the same 
village. It is a sound general rule that there should be only one village 
in a society and only one society in a village. But to this there are 
exceptions. Where, for instance, a group of villages can conveniently 
form a co-operative unit they may without objection be served by one 
co-operative society. Where persons scattered over large areas are for 
any special reason so thoroughly in touch with one another that they are 
able and willing to be jointly responsible, the condition of propinquity is 
not absolute, and the law accordingly allows that members of the same 
tribe, class, caste or occupation, even if not resident in the same village 
or group of villages, may become members of the same society. Similarly, 
it is permissible to have more societies than one in a single village in 
cases where a village is so large that all the residents are not mutually 
acquainted, or where a village is so divided from any canse that one set 
of residents could not be expected to be jointly responsible for another. 
But the essential principle remains that societies should ordinarily consist 
of members so closely in touch with one another that they are willing to 
be, and can be, both in name and in fact, jointly responsible. 

It is for a similar reason that the formation of societies in which one 
or two men of means have associated themselves with a number of poor 
and ignorant members has often been deprecated. In such cases there is 
the danger that the bulk of the members will have no common interest 
and feel no mutual responsibility. So too, where there are borrowers 
and lenders in the same society, a conflict of interests may easily arise 



THE CO-OPERATIVE MOVEMENT IN INDIA, 409 

and, for this reason, societies of poor - agriculturists will often refuse to 
allow the local money-lenders to be associated with them. Where, how- 
ever, the motives of the monied applicant for membership are not open 
to suspicion, and where it is beyond doubt that he desires to assist the 
society by actual participation in its work, and that he has identified 
himself with the interests of the members, there can be no objection 
whatever to his admission. It may also sometimes be advisable for 
different classes of artisans, who need credit at dififerent seasons, to join 
in one society and so supplement each other's wants. But it is a sound 
general principle that the members of a society should not only come 
from a restricted area, but should also represent a community of 
interest, and it is, as a rule, better that outside helpers should lend or 
deposit rather than purchase shares or lend their names as members. 

14. Form of liability . — In the absence of special orders, passed by 
the Local Government under the Act, the liability of the members of an 
agricultural credit society in India must by law be unlimited, and, as a. 
matter of fact, this form of liability prevails in practically all such societies 
in the country. Even among non-agricultural societies, where limited 
liability is permitted by law, about half the number are op an unlimited . 
basis, and experience has shown that unlimited liability constitutes, as a 
rule, the only means by which individually pooi* people with small 
security to offer can obtain money on reasonable terms. It was at first 
very doubtful whether the idea of unlimited liability would be accepted by 
the people, and many experienced persons anticipated insuperable 
difficulties on this ground alone. The instinct of association, however, 
is familiar to the Indian mind, and the principle of unlimited liability has 
been accepted without demur. Unlimited liability is, indeed, better un- 
derstood in the villages than limited liability, and for rural credit it 
constitutes the main basis of co-operation in this country* In joint or 
central societies, of which one of the members is a registered co-operative 
society, limited liability has been laid down by law as the usual rule, 
while in the case of urban banks, although a choice is allowed, this form 
of liability is suitable as there is usually less cohesion among the 
members and more business faculty. 

15. Shares and profits , — The holding of shares and division of profits 
are contrary to strict Raiffeisen principles. Shares are usually associated 
with profit-making concerns, and one of their chief purposes is to limit 
the liability of members ; while profit-^sharing naturally leads to profit- 
seeking. Consequently, the policy with regard to co-operation in this 
country, which is mainly based on Raiffeisen principles, has hitherto dis- 
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couraged both the holding of shares and the division of profits. But as 
experience has shown, both in India and in Europe, that societies of too 
austere a type do not always succeed in attracting members, it has been 
found necessary, under proper precautions, to depart from the Raiffeisen 
traditions, and in Madras, for example, societies are based largely on 
share capital, while a modified system of shares and dividends has been 
adopted in the Punjab, in the United Provinces, and in Burma. This 
system is one which was devised to a large extent by the peasants of one 
of the Punjab districts, and it docs not conform strictly to that of any of 
the types of society known in Europe. Under this system, as practised 
in the Punjab, each rural society has a share capital which the members 
subscribe in instalments spread over ten years, members who join the 
society after the first year being required to pay up such instalments as 
they would have paid had they joined at the beginning. Until recently 
members could withdraw theii* shares after the bank had been in existence 
for ten years, but a new bye-law has now been introduced making all shares 
subscribed in future non-returnable. The profit earned on a share is not 
distributed, but, at the end of ten years, the accumulated profit is, after 
deducting one quarter for reserve, added to the value of the share, and on 
the increased share thus formed, a dividend will thereafter be paid. 
After ten years a society will thus have acquired a capital composed of 
the shares subscribed together with the profit earned. To this capital 
will be added each year at least one quarter of the annual profits. The 
ordinary type of agricultural society in the United Provinces and Burma 
is now based on somewhat similar lines, and the success attained by 
co-operative credit in provinces which have introduced shares and a 
division of profits makes it necessary to adopt a somewhat less rigid 
attitude towards these methods than has hitherto been the case. There 
can be no question that it should be one of the first objects of a society 
to form a capital of its own so as to be, so far as is possible, independent 
of outside assistance. Deposits— even those of members— are liable to 
become a source of danger in times of financial stress, and it is clear 
that the more a society employs money of its own, which cannot be 
withdrawn, and the less it has to depend on the money of others and on 
money which can be withdrawn, the stronger will be its position at a time 
of economic strain. Provided, therefore, that shares do not imply any 
/limitation of the liability of members, they undoubtedly form, together 
with the reserve fund, a valuable pa^t of the assets of a society. They 
also offer an incentive to thrift and may very well form a provision against 
old age or misfortune. Division of profits is a matter which is more ' 
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open to objection ; but, if there be shares, a reasonable dividend may 
without objections be paid, and ft is not altogether logical to refuse a 
dividend on the shares of members, while allowing them interest on 
deposits. Rather, the member who puts his money permanently with 
the society would seem to be more deserving of a reasonable return on 
it than the member who merely puts it in for a time. The general con- 
clusion appears to be that, in judging whether shares and a division of 
profits are advisable or not, it is necessary to consider the object for 
which they are introduced. If the object is the personal gain of the 
members, or of some of them, both measures are objectionable. But if the 
object is to increase the permanent resources of the society, and to offer 
only a moderate incentive to investment, both appear to be legitimate 
especially when it is remembered that sufficient legislative safeguards 
exist to prevent abuses. When a share system accompanied by a 
division of profits has been introduced, the Local Government has always 
the power to check undue profit-making by limiting the number of 
shares which can be held by a member as well as by limiting the amount 
of dividend which can be paid. But societies so constituted require 
to be carefully watched, as it is above all things necessary to ensure 
that large dividends are not paid and that the mutual benefit of members, 
which is the primary object of co-operation, is the object kept stcadiiy 
in view. 

1 6. Forms of security, too, as regards the class of security to be 
taken from borrowers, the main principles underlying co-operative credit, 
are the full mutual responsibility of the members and the profitable 
employment by them of the money they borrow. In all unlimited 
societies the whole property of the members is ultimately liable for 
the needs of the society. The security, however, both of the society 
against its members, and of outsiders against the society, is primarily the 
character of the members and only in a secondary degree their personal 
or landed property. A loan to a member is sometimes made on the 
borrower's personal security only, but it would appear to be more common 
to demand one or two sureties. The loan of money by societies with 
unlimited liability on the security of movable property is discouraged by 
the law, and a Local Government may prohibit or restrict the lending of 
mqney by a society on the mortgage of immovable property. In practice 
it is rare to find movable taken in security, and mortgages cover a tenth 
only of the loans given out. In provinces where there are records of 
rights in land, the amount of each man’s property, and the encumbrances 
on it, are easily ascertained, so that specific mortgages are less necessary, 



4^2 APPENDIX B. 

while in some areas the credit obtainable on mortgage from the outside 
market is already as cheap as can be*obtained from co-operative societies. 
Where, as is usually the case, the loan secured by mortgage is for a long 
term, there are objections to locking up capital in a form which is not 
readily available. There is, however, no absolute rule against mortgages, 
and in some provinces, such as Madras and Burma, where land has 
always been pledged, this form of security is frequently resorted to, and 
the fact that his property is mortgaged serves to emphasize the exclusive 
liability of a member to his society. Mortgages are useful in areas under 
new colonization where the borrower has little or no security beyond his 
land to offer, and they are often employed to release a member from a 
previous usurious mortgage by the substitution of another to the society 
on milder terms. 

17. Previous debts,’— ^ question is in this connection sometimes 
raised ; should a member be admitted to a society who is not free from 
outside debts } The only answer that experience admits of being given 
is that until a member has been freed from outside debts, a society is not 
performing its full functions, but it is a counsel of perfection to expect 
that no one shall be admitted as a member unless and until his outside 
debts have been paid off. There are, of course, extreme cases in which 
a man is so indebted that there Is no hope of his debts ever being cleared 
of?, and in such a case the proper course is to refuse him admission to 
the society. But there are many cases, including some that at first sight 
may appear hopeless, in which the societies can do much. The pancha- 
yats in charge of societies have in many cases undertaken the part of 
conciliators, and, by offering immediate payment, have secured consider- 
able remissions of claims from creditors. A full disclosure of existing 
debts is a necessary preliminary to admission and there is sometimes in 
practice considerable difficulty in ascertaining the full extent of a mem- 
ber s unsecured debts, but proposals have been put forward for investing 
the societies with power to call on creditors to file claims by a fixed date 
on pain of lapse, and if these should be approved, societies will be mate- 
rially strengthened in dealing with the outstanding debts of their 
members. It is indeed to co-operation, more than to any other measures, 
that recourse must now be had in the attempt to solve the difficult 
problem of rural indebtedness in this country, and co-operation has 
advantages which most of the schemes put forward with this object do 
not possess* It is applicable not only to the classes which possess land 
but also to others* It makes it possible to reduce outstanding debt with- 
out extravagant expenditure of public money* And-— what is most impor 
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tant of all — it ensures that the debtor, when cleared of debt, shall be put 
in a way of life which discourages debt and thriftlessness in the future. 

18. Object of Another important matter regarding which 

doubt has at times been expressed is whether it is justifiable for a society 
to lend to its members for other than productive purposes. This was 
considered when legislation was undertaken, and Government has 
deliberately refrained from placing any restrictions on the objects for 
which loans are granted. Apart from the fact that it would be impossible 
to devise any complete check on the expenditure of a loan, or to say from 
what sources the money spent on any particular object was derived, it 
would be suicidal for societies to place any absolute prohibition on the 
grant of loans for unproductive purposes. The society occupies the place 
previously held by the money-lender, and it must give loans for all pur- 
poses for which loans are essential, including any social expenditure re- 
quired by public opinion, and if it failed to do this, it would only en- 
courage its members to resort to money lenders. It has been found by 
experience that members being jointly and severally responsible for one 
another will take care that the amount spent on social requirements is not 
in excess of that prescribed by public opinion in the:village, and the dic- 
tates of the society in such matters are in most cases cheerfully accepted 
by the borrower. It has indeed been said, and with much truth, that by 
lending money for ceremonial purposes societies ‘close one of the high 
roads to insolvency.^ While, however, loans are granted for non-produc- 
tive objects it is an almost universal practice for societies to insist in 
giving a loan that they should be informed of the object for which it is 
required in order that they may satisfy themselves as to its necessity, and, 
as a matter of fact, comparatively few loans are taken for unproductive 
purposes. It is also necessary that when a loan is granted for a parti- 
cular purpose the society satisfy itself that the money has actually been 
applied to the object for which it was borrowed, 

19. Concessions to societies. txUnt to which societies receive or 
should receive direct support, financial or administrative, from Govern- 
ment is a matter which is considered below. There are, however, certain 
methods by which co-operation may legitimately receive indirect assis- 
tance* Just as the whole organization has been exempted from the de- 
tailed formalities of the ordinary commercial law of Companies, so too it 
has been found advisable to allow of the remission in c^tain cases of 
such charges as stamp duties, income-tax and registration fees. The 
working of societies is further facilitated by allowing the despatch of their 
money in some instances through the Government treasury ; Government 
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may help by subscribing to co-opcrativc periodicals ; it may go further 
and allow to societies, as it does in the Act, a prior claim on the debtor’s 
property ; or it may exempt shares from attachment. But while Govern- 
ment has been anxious to remove unnecssary obstacles from the path of 
co-operation, it has been no part of its policy to render the movement 
dependent for its progress on Government tutelage. When, for instance, 
it is asked — as it frequently has been asked by many earnest supporters 
of the cause — to allow the societies a special summary procedure for the 
recovery of their debts in place of the slow and expensive methods of the 
course it has withheld its sanction. Although defaults through fraud are 
exceedingly rare, it would be mistaken kindness to confer upon societies 
arbitrary powers of recovery, and if in the absence of such 
powers a society cannot by means of the joint security given and its own 
moral authority, collect its debts, the failure is due to a careless selec- 
tion of members in the first instance or to lax management. Whether or 
not special methods might be justified in the case of recoveries at the 
time of liquidation, or when suits are brought by central banks against 
their constituent societies there can be little doubt that if individual 


societies could employ such methods in dealing with their members, 
they would be encouraged to become careless in administration, and to 
neglect the vital principle that admission should be refused to those 
who cannot be relied upon to fulfil their obligations. 

20. Funds of societies . — The funds of societies are derived from 
various sources, and the proportions in which these sources are tapped 
vary in different parts of India. For agricultural societies generally the 
four main sources of income are the share capital, the deposits of 
members, the loans and deposits from non-members, and loans and 
deposits from other societies, and the percentage of the total working 
capital represented by each of these heads of income is that indicated in 

the margin. Leaving out of 


Shares 

Loans and deposits by members 

Ditto by non-members 

Ditto from other societies ... 


13 account the money received 
from other societies (that is 
58 to say in the main from the 


central societies described in 


paragraph 33 below) it will be observed that members themselves con- 
tribute in the form of shares, loans and deposits about twice as much as 
outsiders. As indicating the stimulation of thrift this result is, from the 
co-operative point of view, satisfactory, and it is in some respects better 
that members should raise their own funds. On the other hand it is a 


satisfactory test of the progress of a society if it can show that it has 
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enlisted the confidence of the public. The essential point, however, is 
that funds should be received in such a form that the society will receive 
adequate warning before they are withdrawn, and from this point of view 
there are advantages in receiving money in the form of shares. Similarly 
as between deposits, there is an obvious advantage in. long term deposits 
as opposed to those received on short terms or ontcurrent account. There 
is no complete information regarding the ordinary length of term for 
which loans are given to members by societies in different parts of India, 
and it would be convenient if in future Registrars would include such 
data as are available on this subject in their reports. Generally speaking, 
however, loans, whether made in the first instance for short terms only, 
or for long periods, are usually repayable after the time of harvest. And 
just as loans are ordinarily repayable after a harvest, so too the demand 
for loans is for the most part concentrated into a period corresponding 
with the commencement of the sowings for the chief harvest of the year, 
and it is necessary that the system on which deposits are received should 
accommodate itself so far as possible to these circumstances. To a 
certain extent this can be done by imtilising the credit available from 
central societies, but it is also necessary that individual societies should 
provide, so far as possible, that funds may be available when they are 
most in demand by regulating the ordinary length of term for which 
deposits are received. 

21. Repayment , — The ability and willingness on the part of the mem- 
bers of credit societies to repay loans is a prime factor in the establish- 
ment of public confidence in the co-operative movement. Forethought, 
thrift and business methods are not characteristics of the classes for 
whose benefit co operation is intended, and in the early years of the 
movement it would not have been surprising had the members of credit 
societies shown shortcomings in the matter of the repayment of their 
loans. On the whole, however, judging by the results, repayment 
seems to have been satisfactory, delay being due rather to want of 
the business habit and to the difficulty experienced by Registrars in 
laying down a definite system of instalments for repayment than to any 
desire to shirk obligations. Now that experience has been gained it 
would be well if, so far as is possible, a definite system of repayments 
were prescribed. Uncertainty in this matter may lead to carelessness on 
the part of borrowers, to slackness and partiality in management, and so 
to the ‘eternalisation’ of loans. 

22 . Reserve fund.—h% a test of financial stability the importance of 
the reserve can scarcely be over-estimated. It supplies a source of 
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income which may be drawn upon in lean years ; it fortifies outside 
confidence and so attracts deposits ; it protects members from money 
payments under their unlimited liability ; it cheapens credit ; and, 
perhaps, most important of all, it binds members together. The law con- 
templates that at least one-fourth of the profits shall be credited to the 
reserve fund, but it should by no means be considered necessary or 
desirable, even in share societies, to icstrict the income of the fund to 
this figure. Stated in the order of their importance profits are available 
for three main objects, the building up of a reserve, the reduction of 
the interest demanded from borrowers, and the distribution of dividends 
to members. Regarding the manner in which the reseive should be 
employed there has, however, been some difference of opinion. Some 
hold that the reserve should always be separately invested in a central 
bank or other outside institution, and that unless this is done it is 
impossible to obtain the additional outside confidence which it is one of 
the functions of the reserve to secure. Others contend that so long as a 
higher rate of interest can be obtained by lending it to members it is 
belter business to utilize the reserve in the ordinary work of the society, 
and where, as is the case in some provinces, the margin of interest is 
large and the reserve fund grows rapidly, the use of the reserve fund in 
this way enables the society to dispense with outside loans and deposits. 
In Madras and the Central Provinces the reserve is usually invested 
separately, while in the other large provinces it is freely used for the 
the ordinary business of the societies. There can be little doubt that 
though in the earlier stages when working capital is small, the reserve 
may fairly be used to supplement the working capital, it should be 
Invested when any considerable amount has been accumulated and efforts 
should be made, as the working capital increases, to conform by degrees 
more closely to this practice. The agricultural societies in India now 
possess a reserve of lo lakhs or 3J per cent, of the working capital, 
but no information is available lo show in each province how much of 
this is separately invested, or what portion of the amount set aside as 
reserve may have been excluded from the above figure on account of 
its employment in the ordinary business of- the societies. It may be 
remarked that in the German Raiffeisen banks the reserve constitutes 
2|-, and in the Schulxe-Delitzsch banks 6| per cent, of the working 
capital. ^ 

23. Central societies , — As societies increase in number it has been 
found advisable in India, as in Europe, to group them together for 
purposes both of control and of finance* By federating themselves under 
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a joint central institution, societies provide themselves with an excellent 
agency for mutual inspection, and it is a mistake to suppose that inspec- 
tion by such central agencies, even when no financial control js involved, 
in any way impairs the independence of the societies. It must, moreover, 
be recognised that just as members of an individual society obtain 
increased confidence and credit by mutual control, so too societies are 
able by combining with one another to obtain a similar increase pf 
confidence and credit. These combinations of societies are classed in the 
published returns under the generic name of central societies. But they 
are not constituted on uniform lines throughout the country. Sometimes 
the combination is for no other purpose than the inspection and extension 
of the societies, and in such cases it is properly called a Union, Such a 
Union may have no connection with finance beyond the provision of 
information to a financing body, or it may, as in Madras, the Central 
Provinces and Burma, so far extend its functions as to guarantee the 
security of the societies which constitute it. In some areas, ngtably in 
Bihar, the United Provinces and Bengal, the Union both inspects and 
finances its constituent societies and is then spoken of as a Banking 
Union. Or again, the central institution may finance only without 
inspecting, and such a body constitutes a central bank in the more 
restricted sense of the term. There is no uniform organisation for these 
financing bodies, as the societies which they support are nol uniformly 
spread over the country ; but there is a tendency to group the societies 
of a tahsil, taluk, sub-division or district under a central financing iu^litu- 
tion, known either as a central or a district bank. It is a matter of some 
importance to recognise the right moment in the development of co- 
operation at which one of these central agencies should be established. 
A society cannot attain its fnll measure of usefulness until it is federated 
with, and assisted in some way by some central agency, but if 
central banks be started prematurely, they are apt to become mere 
forcing agencies for the artificial creation of affiliated societies. 
In India the structure has been built upwards from below, and for 
this reason it has been found advisable to discourage the formation 
of scattered societies at long distances from one another and to con- 
centrate the movement, allowing it as much as possible to expand from 
centres in which it has found a congenial soil. It is gratifying to know 
that as a result of this policy there are already whole dislricta ip India 
where there is one co-operative society for every three or four villages. 

The formation of central societies was not contemplated in the Act of 
1904. it was supposed that the capital for rnral credit societies would 
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largely be supplied through the agency of town societies, and even when 
the central system was started, it was the practice in some areas to treat 
the constituent societies as branches of the central society rather than 
as independent though affiliated units. The status of central societies 
has, however, been fully recognised and provided for in the Act of 1912. 
These institutions are sometimes constituted with societies only as 
members, but in many cases individuals also, and in some cases indivi- 
duals alone, are admitted to membership. They are treated as co-opera- 
tive societies uuder the law, but on a basis of limited liability and about 
half the individual societies in India are now shareholders in central 
banks, although assistance is also given by some banks to societies which 
are not shareholders. In some areas it has been advisable to define the 
liability of the constituent societies by limiting it to some multiple of their 
shares, and it would possibly be an advantage if this or some similar plan 
were adopted generally. It would also probably be well if local Govern- 
ments were, at the present stage, to avail themselves of the permission 
given by the law to limit the rate of dividend in the case of central 
societies, so as to prevent any tendency on the part of snch banks to 
subordinate the interests of the constituent societies to their own. It may 
be objected that societies are at present unduly dependent on these 
central agencies for their funds, but the system has its advantages. The 
administration of the central societies, being more on the lines of joint 
stock business, requires expert management and they have usually opened 
a connection with outside joint stock institutions by means of deposits 
or cash accounts. They are themselves largely dependent for funds on 
shares and debentures, and are thus in a position to provide the indivi- 
dual societies with a fair proportion of funds for long term loans as well 
as to allow current credits for current wants. The ideal to be aimed at 
is that rural societies should raise locally what capital they ordinarily 
require, and that central banks should make good any deficiency in the 
supply of local capital. A time no doubt will come when local capital 
will be the principal source from which funds are derived, but at present 
the main function of the central banks is to enable individual societies to 
obtain and consequently to lend out money on easier terms than are 
available in the open market, and it is in this respect that they are able 
to give to the societies a marked advantage over the local money-lenders. 
Under the system of village finance hitherto prevalent in India, the village 
money-lender has almost always been dependent on his own resources 
only, and has dealt with a jimited clientele. Apart, therefore, from all 
Other considerations the rates of interest which he charges are consider- 
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ably higher than those at which a society acting in combination with 
other societies and working in touch with the general money-market of 
the country can profitably lend money. By bringing the borrower into 
touch with the outside money-market, central societies are fulfilling a 
a new and important function and they provide also the machinery 
which by the excesses and deficiencies of their constituent societies can 
be balanced. 

24. Provincial banks . — In themselves, however, the central banks 
cannot completely fulfil this function. Their range is necessarily limited, 
and they are subject only in a less degree than the individual societies 
to vicissitudes of season and fluctuations in the demand for money. 
They in their turn require further agencies from which they can obtain 
money in the busy months and through which they can utilize it in the 
slack season. It is possible to some extent to obtain the necessary 
help by means of loans from or cash credits with large joint stock banks, 
but by a combination on co-operative principles among the central banks 
themselves an additional advantage in the way of increased credit is 
secured. It has, therefore, in several provinces been found necessary to 
establish banks dealing with an area larger than that covered by the 
ordinary central bank. In Burma, the business of one of the central 
banks is so considerable as practically to cover the whole province and 
to constitute it a provincial institution. Elsewhere, as in Bombay and 
the Central Provinces, special Provincial Banks have been organised 
and the establishment of similar institutions in other provinces is 
probably only a matter of time. Tho Bombay Bank, which was started 
in 1911 by a number of prominent men of business in Bombay, may issue 
shares to the value of 7 lakhs in the first instance. With this fund as a 
basis of credit it rnay issue debentures carrying interest at the rate of four 
per cent, per annum, to an amount not exceeding three times the paid-up- 
capital and interest at this rate has been guaranteed by the Government 
of Bombay. The bank lends to co-operative societies only and loans are 
made to societies direct, more especially in connection with the develop- 
ment of sugar cultivation on the Nira Canal. The Provincial Bank in 
the Central Provinces was established in 1912 without any official 
guarantee, and is an institution dealing with central banks only. It has 
a capital of six lakhs and should prove a useful link between the ordinary 
commercial banks and the chain of co-operative banks in the Central 
Provinces, though it has, hitherto, been successful in raising locally its 
own capital. But although the operations of banks of this kind are con- 
fined to a single province, it is obviously opposed to the best interests 
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5f Xht rtiOvtoeftt that they should compete in attracting deposits, and 
feegSatrars might usefnlly arrange not only that there may be no overlap- 
ping in thie respect, but also that the excess funds of ^one bank may be 
available for hsc by another. The responsibilities introduced by the 
addition to th6 co-operative organisation of central and provincial banks 
are of a setious character. To supervise the lelations of such institutions 
with the money-market on the one hand and with their constituent societies 
tm the other is a task Which requires a considerable degree of technical 
skill and the administration of the whole co-operative movement in the 
Stages above that of the individual society is a matter which must in the 
immediate future engage the serious attention of Government and of the 
people. 

i5. Tnsfectibn and audit — The establishment of these central 
agencies even ih the lower grades has introduced a new business element 
into the tnovertierit, and the administration of co operative credit must 
in future present many more difficulties and complexities than in the past. 
Hithetto the ordinary staff, both official and non-official, has been 
sufficient for the purposes of inspection and audit, but the question how 
far special training and expert assistance are required to deal with the 
largeV central institu’tions and the problems they involve will shortly have 
to be faced. It is already necessary in the case of some of these institu- 
tions to entrust the audit to outside expert agency, but in the main the 
audit and inspection of societies is carried out by a staff enteitained for 
the purpose either by Govevnment or by the central agencies themselves. 
In most of the agricultural societies, the local administration is entirely 
or almost entirely gratuitous ; accounts are ordinarily of a very primitive 
character, and cases have indeed been known where, in the absence of 
literate assistance on the spot, accounts have been prepared by the 
Inspecting staff. Even in the less primitive associations the duties of 
inspection ^nd audit are not regularly differentiated, and both of these 
duties have usually to be combined with the task of answering enquiries 
from outside and extending knowledge of the principles of co-operation. 
The staff is at present a small one— from 2O0 to 300 in all — ^but its duties 
are 6f gteat and increa^ng importance, as it is upon close inspection and 
trustworthy audit that the Success of co-operation must largely depend. 

26. 'Fdf^iHs of Co-operation other than credit , — The above considera- 
tions, though intended primarily to apply to credit societies, are largely 
applicable to other froms 6f co-operation. Societies other than credit 
societies Were first formally recognised by the Act of 19 * 1 ^, and there has 
not yet been time fOr any great development Of this form of co-operaiion. 
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According to the latest <!aU, thet^e are now in India sotne 170 non ciedit 
societies, of which about half are agricultural in character, and they have 
been formed in order to secure for the humbler classes of the community 
those advantages in industry and agriculture which the masters of capital 
derive from the orgrinzation of labour, the use of costly machinery, and 
the economies of business when carried out on a large scale. The 
management of such societies, dealing as they do with the sale and 
purchase of articles and the insurance of animals and produce, involves 
a class of problems far more complex and difficult than those which 
arise in ordinary agricultural credit. Their ultimate importance to the 
country may be immense, possibly greater even than that of credit 
institutions, but at present they are in their infancy. They are a necessary 
corollary to improved credit, but credit is the first essential and until a 
system of credit has been firmly established in a province, it would be 
dangerous to encourage too rapid development on other lines. It has 
indeed been suggested that the establishment of such societies should 
always be preceded by some kind of agricultural or industrial survey of 
the economic needs of the people, and the suggestion is worthy of 
careful consideration. The application to agriculture of this form of 
co-operation is at present almost entirely confined to Burma, where 
societies have been started for the production* and sale of rice and 
other crops, or for the insurance of cattle. The latter class of 
enterprise is one which is attended with special difficulties owing to tho 
absence of reliable data regarding cattle mortality on which the premia 
can be calculated, and to the very limited extent to which veterinary 
assistance is available and it has been recognised in Burma that in any 
system of cattle insurance there must also be some central organization 
and means for reinsurance in order that local societies may not be ruined 
by local calamities. In the industrial sphere there has been somewhat 
greater scope for co-operative societies other than those framed for the 
improvement of credit, and most of these are societies for the purchase 
or for the purchase and sale of articles. As in the case of credit, it would 
appear that the most promising field for industrial co-operation lies in 
the improvement of the condition of the weaver community, and in some 
provinces a beginning has been made by establishing societies of hand- 
loom weavers who, by joining together, are able to purchase their yarn 
and to sell their cloth at more favourable rates than are available to an 
individual workman dealing with a middleman. Other enterprises have, 
however, been started in connection with the improvement of sugar 
production and of milk, the supply of stores and so forth, and the instiiu- 
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tion of building societies has been a special feature of the co-operative 
movement in Mysore. In all these directions the people are still feeling 
their way, and co-operation of the kind is still in an experimental stage. 
There ate, however, two principles which may be laid down as the result 
of the experience hitherto gained. In the first place it is desirable that 
the management of each class of work should be kept distinct, either by 
the establishment of separate societies, or, if that is not feasible, by the 
appointment of separate sub-committees for each branch of work, separate 
accounts and separate annual balance sheets being prepared and present- 
ed before being incorporated in the general returns of the society. And, 
secondly, although these societies are meant primarily for the benefit of 
their own members, it is sometimes advisable to allow non-members to 
deal with the society, and there are indeed areas where, without an 
outside clientele, the operations of the society would be so restricted 
that it could not have been started with any hope of success. Where, 
however, a society includes non-members among its customers, it is 
always open to it to offer more favourable terms to its own members. 

27. Relations of Government to the movement . — The relations of 
Government to the co-operative movement have been criticised from two 
opposite points of view. 

On the one hand, there are some who contend that the movement, 
beneficent as it is, is essentially one for the people to work out on their 
own lines and that Government interference at any stage is uncalled for. 
Whatever limitations, however, may be suitable as regards the assistance 
of Government in European countries (and in no country is the movement 
entirely independent of Government aid), it is certain that in India 
without initiative and help from Government co-operation would still be 
unknown. Government alone was in a position to supply the knowledge 
and organization necessary to start the work and Government alone is 
able by its association with the movement to create the outside confidence 
necessary to give it stability. Registrars are not; and are not intended to 
be, merely registering officers : they are also expected to provide 
supervision, assistance, counsel, and control. It is not to be imagined. that 
societies will become perfect models of co-operation on formation and it 
is necessary that Government, through its own and the societies, staff, 
should continue their co-operative education long after they are registered. 
Unless a society is co-operative in fact as well as in name—and it can 
only be so if all its members understand the main principles — it is a 
fraud oh its members and on the public. The fact, too, that societies, 
though primarily self-contained and self-governed, are subject to 
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supervision by Government officers, has an important effect in attracting 
public confidence, and the benefits thus accruing to the country at large 
fully justify the expenditure of public money on official supervision. 
Lastly, the co-operative movement by bringing the officers of Government 
into close touch with the people in economic matters, provides oppor- 
tunities for developing those closer relations in other respects which it is 
so desirable to foster. 

But just as there are some critics who deprecate Government assist- 
ance, so too there are others, both non-official and official, who plead for 
a far greater degree of Government intervention than has hitherto been 
permitted. They urge that in order to touch more than the fringe of the 
population, a far more rapid rate of progress is called for, and that unless 
the Government staff be largely increased, and unless active measures be 
taken by Government to propagate the movement, its effect must be small 
and its progress slow. This too represents a policy with Government has 
not felt itself at liberty to adopt. Not only is it the case that work done by 
a large centralized department tends to become mechanical and listless, 
but the movement must in its essence be a popular one and nothing should 
be done to weaken the feeling among co-operators that it is based upon 
self-reliance and independence. Government, therefore, in the best 
interests of the movement, must not allow co-operation in this country to 
become an official concern managed by State, establishments. 

28. Financial aid^control and audit , — The result is that Government 
has to steer a middle course, and this has been the policy adopted both as 
regards sepervision and financial aid. 

So far as financial aid is concerned, there has been intervention on the 
part of Government, but it has been of the slightest possible character. 
When co-operation was initiated ten years ago Government was urged to 
subsidize the new societies liberally and its' apparent parsimony was 
criticized. But the evils of excessive liberality were. fortunately foreseen 
and the restriction of State aid was due not to niggardliness but to the 
fact that in other countries experience had shown that unrestricted assist- 
ance was a dangerous and might be a. fatal gift. It was decided, however, 
as in the early stages there was no immediate prospect of bringing 
societies into contact with the general money market, that, subject to 
equivalent contributions from the members, loans might be given wiihin 
certain limits. But except in one or two provinces, where special reasons 
for help existed, Registrars have properly discouraged any undue 
reliance on such assistance, and the proportion of the total capital of 
societies represented by Government loans now scarcely exceeds 3 per 
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cent. Without these loans many societies would not have conie into 
existence, and in fostering infant societies they have fulfilled a useful pur^ 
pose, but events have fully proved the wisdom of the policy of avoiding 
excessive State aid and it is to the adoption of that policy that the 
inherent strength of the movement is largely due. 

So too, as regards the difficult question of control and audit, it is 
recognised that these duties cannot be left entirely to the private agency 
of unions and central banks. It is desirable that this non-official agency 
should be utilized as much as possible and that purely departmental 
routine in the work of audit and control should be avoided, but the success 
of the movement would be endangered if this principle were carried out 
to an extreme. Without some degree of Government supervision 
Registrars would lose touch with the societies ; and the outside public, 
who depend largely on the information possessed by Registrars, and 
who value the scrunity carried out by those on whom they rely, would 
lose that confidence in the financial position of the societies which it is 
so essential to maintain. Had this safeguard been neglected, it is 
doubtful whether societies would have escaped — as fortunately they have 
almost everywhere escaped— the evil effects of the recent banking crisis 
in India, and the circumstances attending that crisis indicate that any 
arrangement which would dispense altogether with Government super- 
vision is impracticable. The audit, moreover, of a group of societies by 
a central society, whose own credit is bound up with that of the societies 
dependent on it, will not be accepted by the public as equivalent in value 
to an audit by an outside , agency. It is necessary, therefore, that societies 
should be controlled and audited by a reliable staff which can keep the 
Registrar informed of the financial position of the societies, and it is 
also necessary that the agency employed should be such as will ensure 
the confidence of the money-lending public. The staff need not be paid 
by Government, and it is indeed as a rule better that societies should 
themselves be responsible for the payment of the controlling and auditing 
staff than that they should be indebted to Government for its services, 
but whether the staff is paid by the societies or not, it is ordinarily 
advisable that it should be appointed subject to the approval of the 
Registrars, and that it should remain under their general control. If 
» by this or any other means the two main conditions above noted are 
satisfied— first, that Registrars should possess reliable information 
regarding the financial position of societies, and secondly, that the 
outside public should have confidence in the control and audit — it is an 
advantage that the number of Government officials employed should be 
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as small as possible, and every effort has been made to reduce to the 
lowest figure the agency directly employed by Government. 

29. Attitude of district officers , — But while the movement must be 
essentially a popular one and while excessive official supervision must be 
avoided, it by no means follows that Government officials outside the 
circle of those directly connected with co-operation should hold aloof. 
It is true that the details of initiation and inspection should be left to 
the expert agency provided for the purpose, and it is no part of the duty 
of the district officer to intervene in the internal administration of 
societies. But as co operative societies are no longer isolated experi- 
ments outside the sphere of district work, and as, beyond the material 
benefits which they offer, they represent an influence closely connected 
with the welfare of the people and powerful, now and in the future, for 
good or evil, the district officer cannot dissociate himself from the 
movement. On the contrary, a knowledge of co-operative principles and 
practice has now become as essential as a knowledge of revenue law 
and it is his duty to maintain the closest touch with societies, not allowing 
them to languish through want of sympathy or to develop on undesirable 
lines through want of vigilance. Without in any way becoming an active 
propagandist he should, personally and not through his subordinates, make 
himself acquainted with the progress of the movem*ent in his district, 
encouraging and helping those who have. formed themselves into 
societies, enlisting the interest and support of men of influence and 
wealth, and assisting with his advice those who seek to avail themselves of 
the benefits of co-operation. This in no way involves the officialising of 
co-operation, nor does it trench upon the essential principle that the 
movement, if it is to succeed, must be a popular one. Rather will it gain 
in strength by such encouragement and guidance while the more closely 
the district officer is in touch with societies the more surely will he find to 
his hand new and valuable agencies to help him in his daily work. 

It is for Local Governments to consider to what extent and in what 
manner use can be made of societies in each province in district administra- 
tion — how far they can afford a means of ascertaining the real public 
feeling of the district-^how far they can by rendering voluntary aid assist 
in promoting primary education, rural sanitation and medical relief-— in 
what manner they can be used in times of scarcity and famine or during 
the prevalence of epidemics, or whether the training afforded by them 
will lead to the development of a true system of village government. 

In these and other ways it may be found possible to utilize the co« 
operative organisation, and the movement should, if wisely directed, 
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exercise an important influence in promoting the welfare of the people. 
But although it is still uncertain to what extent, and in what manner, 
societies may assist in the work of the district, there can be no doubt that 
a new factor in administration, which cannot be disregarded, has come 
into being, and that new duties and responsibilities have been thrown 
upon the district officer. 

30. Official and non-official assistance . — Co operation in India owes 
much to the devoted efforts of the many officials who have spent much 
time and thought on the furtherance of the movement, and a special 
obligation is due to the admirable body of Registrars who in the various 
provinces have guided the societies through their earlier stages. They 
have as a rule been picked men. Several of them had prepared them- 
selves for their duties by special study of co-operation in Europe ; and as 
a body they have applied themselves to their task with spendid energy 
and equally splendid patience. They have not only effected much by 
their own efforts, but they have succeeded in eliciting enthusiastic assist- 
ance from others, and the movement owes much to the great body of 
non official workers who have so ably seconded the efforts of Registrars. 
Gentlemen of all shades of opinion and creed have come forward to assist 
not only by making more general a knowledge of the principles of co- 
operation and of its benefits, but also by initiating new societies and by 
giving unremitting attention to those of which they are themselves mem- 
bers. Help of all kinds has come from every quarter— from commercial 
firms, from great bankers, from planters, from zemindars, from ryots, from 
pleaders, from retired Government servants — both European and Indian 
— from missionary bodies of all denominations, from the Salvation Army 
and from numerous other classes and associations. The interest which 
has been aroused in so many quarters, and the zeal which has been 
shown have added to the strength of the movement, and have been a 
source of the greatest encouragement to Government and its officers in 
the initiation of this important experiment. On some few of the unofficial 
workers Government has been able to bestow special marks of its 
appreciation, but there are many whose woirk has not and cannot receive 
tangible recognition, and who indeed have toiled with a strenuous 
modesty which looks for no reward beyond the consciousness of having 
served the best interests of their country. To these, equally with the 
Others, Government, which has these same interests at heart, extends its 
sincere acknowledgments and thanks. 

31. Summary.— remarkable progress which has been made 
during the first ten years could not have been foreseen by the most 
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sanguine believer in co-operation. From small beginnings the movement, 
fostered by the resourceful guidance of Registrars and assisted by a body 
of non-official workers, has grown rapidly until it now represents an in- 
fluence vitally aflfecting a large section of the people. The development 
which has taken place is all the more striking when it is remembered 
that excessive State aid has been avoided, and that the aim kept steadily 
in view .has been, not the rapid multiplication of societies, b^ut the 
restriction of the movement within safe bounds. The policy of restrictin;; 
State aid within narrow limits has been fully vindicated and has led to 
an increase of self-reliance and independence, while the caution with 
which Government has stimulated development has resulted in a natural 
and healthy growth. The future is full of promise, and although under 
the influence of federation, and with increased unofficial aid and supervis- 
ion more rapid progress may be expected, the caution and restraint shown 
in the past should continue. 

Co-operation has brought with it a wide circle of benefits, both moral 
and material, and these benefits are intended primarily and mainly, but by 
no means exclusively, for the poorer agricultural classes. They are not 
however, confined to societies of any particular type, and a marked 
feature of the Indian system is its elasticity. So long as the members 
of the rural society are in touch with one another and have a unity of 
interest, so long as the principle of unlimited liability is maintained as a 
leading feature, and so long as precautions are taken to prevent undue 
importance being attached to the profits of members, there is no 
necessity to adhere slavishly to any particular type. In the detailed ad- 
ministration of credit societies, there are certain maxims which, subject to 
the reservations specified in this Resolution, may be said to represent the 
teachings of our experience and some of these are : — 

(a) that mortgages as a security for debt, though ordinarily dis- 
couraged, are not without their uses in certain cases ; 

(d) that the early clearance of a member from previous debts after 
his admission to a society is desirable ; 

{c) that it is unnecessary to confine the grant of loans to those 
required for productive purposes ; 

(a) that while it is desirable that Government should remove 
certain technical obstacles in the way of co-operation, it 
would be unwise to grant exceptional concessions as this 
would remove from the societies the incentive to self-help ; 
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{e) that while it is impossible to lay down any general rule regard- 
ing the comparative importance of the different sources from 
which the funds of societies are derived, it is essential that 
the bulk of these funds should be in a form easily realiz- 
able 5 

(/) that the greatest importance should be attached to the punctual 
repayments of loans ; and 

(g) that while there may be advantages in the earlier stages in 
using the reserve as part of the working capital of the 
society, it should gradually, as it becomes more important, 
be set apart for separate investment. 

As societies increase, it has been found necessary to federate them 
under central banks or corresponding organizations. In some provinces 
these have again been brought under a Provincial Bank, and the 
establishment of such banks in all the major provinces is probably only 
a matter of time. These central institutions bring individual societies 
into touch with the general money market and serve as distributing 
centres for their balances. Their management presents special 
difficulties, and, if co-operation is to be secured against catastrophe, this 
portion of the organization will require particular attention. It is 
necessary for similar reasons to insist on adequate inspection and audit 
of individual societies, and Government, while anxibus to secure as 
much autonomy as possible for the movement, cannot dissociate itself 
from the task of securing at all times, both on financial and on social 
grounds, an efficient degree of supervision. Finally, although district 
officers need not concern themselves with the details of initiation and 
inspection, they must recognise that a new factor in district administra- 
tion has come into being, that new duties and new responsibilities have 
been thrown upon them, and that the movement, if wisely directed, 
may form yet another link which binds together Government and the 
people. 
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ABSTRACT REPORT OF THE IMPERIAL COMMITTEE 
ON CO-OPERATK^ 1915. 

1. Object oj Abstract Report , — In order to faciliatatic an appreciation 
of our views by persons to whom our Report may appear too detailed and 
technical, we have deemed it convenient to prepare an abstract dealing 
only with those points which are of larger importance. For this reason 
we do not propose to enter into great detail and our remarks in this 
abstract must be held to be supplemented by what we have said in our 
main Report. For the same reason we shall refer to agricultural credit 
societies only among primary societies, as societies of this nature form 
13,715 out of the 14,566 primary societies which have come into existence 
since co-operation first obtained a footing in India in 1904. 

2. The Primary Society, A primary agricultural co-operative credit 
society is formed in its first stage by a number of individuals, not less 
than ten, who, because they are unable individually to obtain the credit 
which is necessary for their small agricultural operations either in adequate 
quantity or at rates or on terms of honest dealing which enable them to 
work at a profit, combine together to obtain this necessary credit on 
reasonable conditions. To effect this each becomes liable for the debts 
of the society to the extent of the whole of his assets. If in this combina- 
tion there is a number of well-to-do persons who have joined, not to 
obtain credit facilities they already possess, but to assist their poorer 
friends, it is obvious that the addition they bring to the total of the assets 
of the individual members provides a substantial security to a creditor for 
any money lent to the society and used by the poorer members. If, on 
the other hand, all the members are of the same class, too poor indivi- 
dually to be trusted with any loan at a rate of interest which does not 
include a very large proportion of insurance to guard against the risk of 
non-repayment, it is equally obvious that the risk on the loans is in no 
way diminished from a purely material point of view by the combination. 
It will not, we think, be found frequent in practice in India for men of 
substantial position to join a society to support the credit of their poorer 
neighbours, and consequently it may be taken that the majority of societies 
belong to the latter class, It is trqe that even in that case the total 
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assets of the members may, and generally do in practice, total up to a 
nominal saleable value, based on the rates obtained at occasional sales, 
considerably in excess of the total loans granted. It is, however, probable 
that in the event of the forced sale of a number or all of these assets, the 
amount realised would be found to be very much less than that at which 
they had been valued and might in many cases fail to cover the debts of 
the societies, the more especi^ly if many such sales were taking place 
simultaneously within a small area. Hence it is clear that the creditors* 
real security consists not in the material assets of the members but in the 
ability and desire of the members to put the borrowed money to productive 
uses and to repay the loan out of the profits made thereby. 

Each loan should mean so much earning capacity, so much producing 
power for the individual borrower. The guarantee consists in the 
expectation that each member of the society knowing that he stands to 
lose his all by the default of the others, will exert moral pressure on his 
co-members to ensure that they use for a proper productive purpose the 
money which they have borrowed and duly repay it at the appointed 
tiihe. The security in fact lies in the use of each loan for genuine 
productive purposes, the honesty and thrift of the members, the watchful- 
ness they exercise over each other, the moral influence which they bring 
to bear upon dishonest or unthrifty co-members and the feeling of 
solidarity which is usually awakened by association for a common purpose. 
These represent the essential elements of co-operation in its perfected 
form and it is in the presence of these elements that the business aspect 
of co-operation also finds Us best security. The societies, as we have 
said in our Report, must in the first place be co-operative and must further 
be business-like. The two qualifications are largely inter-dependent, but 
for the sake of clearness it will be convenient to deal with them separately 
as far as possible. 

3. Conditions necessary to make a society co-operative. — The society to 
be fully co-operative must fulfil many conditions. The theory underlying 
co-operation is that weak individuals are enabled to improve their indivi- 
dual productive capacity and consequently their material and moral posi- 
tion, by combining among themselves and bringing into this combination 
a moral effort and a progressively developing realisation of moral obli- 
gation. The movement is essentially a moral one and it is individualistic 
rather than sociaiistic It provides as a substitute for material assets 
honesty and a sense of moral obligation, and keeps in view the moral 
rather than the material sanction. Hence the first condition obviously 
is that every member should have a knowledge of the principles of 
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co-operation, if this co-operation is to be real and not a sham, tin 
the formation of a society the first essential is the careful selection 
as members of honest men, or at any rate of men who have given 
satisfactory guarantees "" of their intention to lead an honest life iu future. 
As regards the dealings of the society, it should lend to its members 
only, and the loans must in no circumstances be for speculative purposes, 
which, so far from enc9uraging thrift and honesty, have exactly the 
opposite effect. Loans should be given only for productive purposes 
or for necessaries which, as essentials of daily life, can fairly be classed 
as productive. The borrowers should be required to satisfy their fellows 
that they are in a position to repay the loans from the income that they 
will derive from their increased productive capacity, or that by the exer- 
cise of thrift they can effect a margin of income over expenditure which 
will suffice to meet the instalments of their loans as they fall due. When 
a loan has been given, it is essential that the committee of the society and 
the other members should exercise a vigilant watch that the money is 
expended on the purpose for which the loan was granted. If it is impro- 
perly applied, it should be at once recalled. It is further advisable to 
add to the general supervision of the society the special supervision of 
individual members, by taking personal sureties in the case of each loan. 
In the event of any default by the borrower an instant demand should 
be made on these sureties. In the more general matter of society’s 
business there should, of course, be a committee of management 
with a president and a secretary, all of whom, except those who 
perform purely clerical duties and have no voice in the management, 
should be members of the society and give their services to it gatuitously. 
At the same time the ultimate authority should never be delegated 
to the office-bearers, but should be retained in the hands of 
the members, who must continue to take a practical interest in the busi- 
ness of the society. With this object the constitution should be purely 
republican ; each member should have one vote and no more in the 
general meeting and all business should be transacted with the maximum 
of publicity within the society. For example there should be kept in" 
some place open to the inspection of every member a list showing ,the 
loans issued to every member, the names of his sureties and the amount 
of the loan still unpaid, and each member should be required to know 
generally how this account stands : general meetings should be frequently 
held at which the accounts and affairs of the society are fully discussed 
and explained. The express object of the society should be the develop- 
ment of thrift among its members, with the hope too that this idea of 
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thrift will spread in the neighbourhood. To effect this object loans must 
be given only when they are really necessary and desirable. Further the 
development-of thrift and of a proprietory interest ^in the society should 
be aided by efforts to build up as soon as possible a strong reserve fund 
from profits. The society must also be encouraged to obtain as much as 
possible of its capital from the savings which its teaching and example 
have brought about among its members and their neighbours With all 
these must go the elementary business principles of honesty, punctuality, 
proper accounts, diligence and payment when due. To ensure all this 
there must be adequate control from within, increasing vigilance and 
supervision by the office-bearers and a continuous effort by members 
in learning the principles of co-operation, in meeting frequently, in 
watching others, in working hard and observing thrift, and in punctual 
repayment of their own loans as they fall due 

4. Three special points . — There are three matters in this connection 
which we consider to be of special importance (f) the starting of new 
societies and the size of societies, (//) the period for which loans are 
gi*anted to members, and (Hi) the rate of interest charged on loans. 

(t) New Societies and their With reference to the starting of 

new societies we have recommended that the utmost care should be exer- 
cised in permitting the formation of a society and that the Registrar 
should only consent to register a society after he is convinced that its 
prospective members understand co-operative principles and duties and 
are prepared to act up to them and that there is a reasonable 
probability that they will do so. Any general spirit of official propagan- 
- dism of primary societies would in our opinion now be a grave mistake. 
The movement has spread sufficiently to enable the villagers in most 
provinces to have an opportunity of seeing a society in being and to 
take steps to form a society of their own, should they consider that the 
inducements are sufficient. The members should be sufficiently acquain- 
ted with each other to know whom to trust and whom not to trust and to 
be able to exercise genuine supervision over each other’s dealings. 
Consequently large societies are to be deprecated. Undoubtedly large 
secieties do exist and prosper up to a point, but it will be found in prac- 
tice that these depend for their existence on the efforts of the president or 
a small committee, and that the ordinary member takes little interest and 
has practically no voice in the management or affairs of his society. The 
co-operative safeguards are therefore absent, and everything depends 
upon the honesty and business qualities of the committee. We have 
noticed moreover that it is from societies of this nature that majority of 
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complaints have come that members who are perfectly well able to repay 
are contumaciously refusing to do so. This is only to be expected when 
there is an absence of the co-operative elements of mutual watchfulness 
and suiiervision and of the exercise of moral pressure. It is impossible 
to avoid the conclusion that large societies of this nature must inevitably 
lose their co-operative character and degenerate into village money- 
lending concerns. 

5. (ii) length of loans ayid their 7 'epayment . — The fixation of the 
period of loans is a point which deserves special consideration. To take a 
common instance, a man, who has morgaged his land and is working as 
a daily labourer, applies for a loan of (say) Rs. 400 to redeem that land 
and his fellow members come to the conclusion that, put in the possession 
of the land, he can by the exercise of due thrift save Rs, 1 50 a year. If 
a loan of Rs. 400 is granted on condition of repayment by two instalments 
within two years, the result must be to drive the borrower again into 
debt by forcing him to raise elsewhere the balance required to meet these 
instalments when they fall due. If instalments have been, fixed to which 
there is admittedly no intention of adhering, the arranj^jements of the 
society for repaying its own borrowings must necessarily be stultified, while 
other borrowing members who may very well be in a position to pay, are 
encouraged to resort to procrastination and evasion. • On the other hand 
a well-to-do man, though he might reasonably be granted a loan to 
replace plough cattle which had died, would probably be in a position to 
repay that loan sooner than another man whose income and necessary 
expenditure afforded a smaller margin. Conversely, by allowing three 
years for the repayment of a loan granted for seed grainj which should 
properly be repaid after the harvest, direct inducements to extravagance 
and unthriftiness are placed in the way of the borrower. It is, therefore, 
necessary that each society before granting its loans should consider 
carefully the time within which, having regard to the purpose of the loan 
and the circumstances of the borrower actual repayment can be properly 
expected. When the period has been fixed, it should be rigorously 
enforced except in the event of domestic or other calamities. 
The system of extending loans as a matter of routine is one of the 
greatest dangers that exists in the co-operative movement, in that it paves 
341 easy way for procrastination and eventual default. It is moreover 
facilitated by the fact that, if a loan is formally extended by the society, 
even for the sole reason that the borrower refuses to pay, it does not 
appear in the returns as an overdue loan. It is consequently possible for 
the nominal assets to include loans which should really have been 
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written off long before as bad debts. It is difficult to devise any 
system of returns which would differentiate extensions, and the fact 
of improper extensions having been given can best be elicited by a 
careful inspection of the society. When the practice comes to light 
prompt action must be taken, but the real remedy lies in the preven- 
tion of the growth of the practice by the society’s seeing that no 
loans are granted on conditions of repayment within a period, inside 
which no reasonable person could expect the borrower to repay. In this 
connection attention should be paid to the fact that agricultural finance 
must be based on the agricultural cycle, and this cycle, though usually of 
of the duration of one year, may occasionally be a matter of months, 
but is frequently a matter of from two to five years. Where climatic condi- 
tions are such that in a one-crop area failure of the harvest is practically 
unknown, agricultural finance is of course based on repayments at harvest 
within the twelve months. Where however the climatic or other factors 
render harvests precarious, the agricultural class must be financed with 
regard to a period of years which will cover the average cycle comprising 
gt)od, bad, and indifferent seasons. Thus in an area, where one good, 
one bad, and two indifferent years form the ordinary cycle of seasons, 
the agency financing the cultivator does so on the assumption that the 
loans will be repaid in full after the first good harvest, which may of 
course not occur until the fourth year. This has been from time 
immemorial the ordinary practice of the money-lender, and it seems 
advisable to enter this caveat, as there is a tendency to imagine 
that agricultural finance is always worked on a twelve months’ 
basis. 

6. (iii) Rate of interest on loans , — As regards the interest at which 
loans are granted to the members of societies it has sometimes been urged 
that in order to stimulate the movement and give its full benefits to members 
of society, the rates of interest should be made as low as possible. This 
point of view ignores the dangers of unthriftiness and extravagance inci- 
dental to too facile credit. It is sound policy for a society to start by 
lending to members af rates which are still substantial, though very much 
lower than those at which, with their precarious credit,, they could boiTow 
from the local money-lender. Such rates we have found in many places 
to be as much as 36, 48 or 60 per cent per annum, and in these places a 
society may very well begin by Charging 15 or 18 per cent. We have, oh 
the other hand, been told in some places that ample money can be 
borrowed there frorti local money-lenders at 8 or 9 per cent per annum or 
even lower rates. We cannot however help thinking that money at this 
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rate is available only for those who have ample realisable material assets 
to offer as security, and not for those agriculturists whose emancipation 
from their present depressed condition is the object and justification of 
(Governments expenditure on co-operation. In the charge of a high 
rate of intarest on loans to them there is no hardship imposed on 
members, inasmuch as every pejiny of profit made on that rate is retained 
for their use and benefit in the shape of a reserve fund, which can be later 
employed to enable loans to hp made at very much reduced rates, when 
a substantial reserve has been accumulated and the members have 
thoroughly learnt the use and value of money. The matter is one which 
we think should be under the very careful supervision of the Registrar 
who should have full pewers as regards controlling the rates at which 
money Is lent to members. 

7. Bushiess aspect. Sources of Capital , — Turning to the more purely 
business aspect position of primary societies, we may note that they rely 
for their funds partly on external and partly on internal sources. In the 
former may be included deposits from members and non-members and 
loans from central financing institutions. In the latter the reserve fund 
and (in some Provinces) the share capital. 

(i) External Capital, Deposits . — The amoutit of capital hitherto 
obtained in the way of deposits has on the whole been disappointing. As 
long as the deposits received are of a truly lo(!al character and are made 
from confidence in the working of the society, every effort should be made 
to secure them, both from members and from non-members. We look to 
a considerable increase in deposits as an essential to real progress in the 
future. 

Loans to societies,^ — how detef'inined. Use of Unions , — For the 
present, however, the main source of. outside capital in primary 
societies consists not in deposits but in loans from central co-operative 
financing agencies, to which we shall allude further below. To such 
agencies applications by primary societies for loans are generelly 
made, and such an agency on receiving a request for a loan has to 
consider it«. treatment. In some cases the request is received through 
the office of the Registrar who has already, after receiving the reports 
of his subordinates, satisfied himself as to whether the loan may safely 
be given and has endorsed his sanction for that amount on the a^lication. 
In some cases the orders on the loan are passed by the central 
financing institution itself. In such cases it must arrive at a decision 
based upon the reports of the staff which it keeps for that purpose or on the 
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opinion of members of its directorate with local knowledge. In other 
cases, but not generally, a society before obtaining a loan has to be 
admitted to membership of a Union. Such a Union is a body of which 
the only members are the primary societies within a circle of a radius 
averaging generally about 8 miles and at the deliberations of which each 
member of the society has a number of votes proportionate to the 
number of its own members. The duties of the Union are to advise on 
the grant of loans to its constituent societies and to supervise the work- 
ing of these societies. Being composed of societies all drawn from the 
same limited area who are or should be also shareholders in the central 
financing institution, a body of this kind may safely be presumed to have 
a fairly intimate knowledge of the affairs of its constituent societies and 
of their individual members, and is therefore in a position to give a most 
useful opinion as to the propriety of any loan asked for by a society, 
and is also in a position to supervise the use of the money borrowed and 
the general working of the society, while its member societies’ interests 
in the central financing institution should ensure a due regard for the 
latter's welfare by the refusal to recommend any loan regarding which 
there was any doubt. It is moreover customary to introduce a further 
element of caution into a Union’s recommendations and to give each 
member society a direct interest in keeping other societies up to the 
mark by making it liable to a certain limited extent to make good to 
the central financing institution any loss which such institution may 
have incurred from the default of a society to repay a loan recommended 
by the Union, In a province in which a Union system obtains any 
application for a loan by a society must first be submitted to the Union 
which will bring to bear upon it a scrutiny, based upon personal 
knowledge and sharpened by financial responsibility, as to the necessity 
and productiveness of the loan, the character and position of the members 
of the society, if new, its past history and behaviour, if of some years’ 
standing. If the result of this scrutiny is unsatisfactory, the loan is not 
recommended or a loan is recommended of a very much diminished 
amount. The central financing institution, provided it has funds available 
with due regard to the claim of other Unions, would in general 
rarely refuse to make a loan to the full extent recommmended by a 
Union. 

8. Repayments of loans 7nade to societies . — The loans, when 
sanctioned, is issued to the society under conditions varying in different 
provinces as to repayment of principal and payment of interest. In most 
cases the interest has be paid regularly each year or half year, but the 



THE CO-OPERATIVE MOVEMENT IN INDIA 


437 


practice differs widely as to repayment of principal. In some cases it is 
repayable by instalments spread over periods varying from one to ten 
years : in others it is repayable in one lump sum after a term of years. It 
would probably be safe to say that on an average most loans from central 
financing institutions to societies are repaid within three to four years, 
whether by yearly instalments or in one sum. and that the usual rate of 
interest charged to the primary society is 7 to 9 per cent per annum. 
It is usually left to the society after it has received the loan, to distribute 
it among its members in such proportions and on such terms as regards 
the period of repayment by them as it thinks fit ; and it is expected that 
the central financing institutions should recover repayments from the 
society corresponding to the repayments made to the society itself by 
the members. 

We have heard it urged on several occasions that the real test of 
efficiency in a society is punctual repayment and that if a society is 
making repayment punctually it may safely be presumed to be in a satis- 
fctctory state. It is certainly true that a good society will always 
be punctual in its repayments, but the converse proposition cannot be 
admitted. To begin with, a society may be making repayments to the 
central financing institution from deposits entrusted to it from time to 
time and may be making no recoveries at all frofn its members. Or 
again its members may be misapplying or squandering their loans, while 
repaying punctually to the society with money temporarily provided by a 
friend or money-lender whom they recoup from the balance of a fresh 
loan, obtained from the society for some ostensibly productive object. 
As a consequence a society which is negligent in supervision over its 
members may be receiving regular repayments from them and repaying 
regularly to the central financing institution, while its members may 
be sinking further into debt to the extent of money which they have 
borrowed and wasted. This state of affairs can only be ascertained 
by a close examination of the society’s books, coupled with a careful 
enquiry on the spot as to the affairs of each member and the manner 
in which he hasutilised his loans. In the supervision of a society 
the greatest care should be taken to see that the repayments are 
genuine, and there is grave danger in placing undue reliance on the 
mere statement of a society’s repayments to the central financing 
institution. 

9. Assessment of credit . — It is part of the business of the Central 
Financing Institution to see that the credit of the society should be duly 
assessed, that is to say that the total external borrowings of a society 
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whether as deposits or as loans should J^e fixed annually at a certain sum. 
Without a systematic arrangement of this kind no proper relation can 
be maintained between the credit-worthiness of the societies and the 
liabilities they incur, and we consider the point of such importance that, 
for the present at least we regard it as essential that the Registrar should 
maintain a control over the total amount that a society may borrow from 
every source, and that a maximum limit should be fixed for such borrow- 
ings, to be varied from time to time as the society shows its growing 
strength or the reverse. When the limits for borrowing have then been 
fixed any deposits which would cause a society’s borrowings to be in excess 
of that limit would have to be refused. Deposits within that maximum 
should only be taken on co idition that the society itself retained sufficient 
liquid assets to meet the claims of depositors or, as is more suitable, made 
an arrangement for the necessary cover with a central financing institution. 
The maximum borrowing limit would, as above noted, include borrowings 
from a central financing institution as well as from outside depositors and 
members, while loans from one society direct to another should be preclu- 
ded altogether. If a society’s temporary requirements are substantially 
less than the borrowing limit assigned to it and happen to leave it 
with surplus funds, it should place these with the central financing 
institution. 

lo. {ii) 0%v7ie(i capitaL Shares aiid surplus assets. 
ces of capital in societies are, as above stated, the share capital and 
the reserve. The bulk of the societies, at present, have little or no share 
capital, and shares constitute a substantial part of the capital in four 
Provinces only. It is hard to expect poor peasants to subscribe anything 
large in the way of share capital, but when this can be obtained, as it 
usually is, in instalments, it forms an excellent means both of inculcating 
thrift and of providing a form of capital owned by the society. For the 
bulk of the ‘owned’ capital however, the society must look to its reserve 
fund, that is to the surplus assets which it accumulates from its annual 
profits. The amount of these surplus assets depends mainly on the diffe- 
rence between the rate at which the society borrows and that at which it 
lends, and until the amount has reached a substantial figure it is a mistake 
to reduce unnecessarily the rates at which money is lent to members. If 
arrangements are made, for maintaining a resource available for meeting 
deposits, the surplus assets of a society can most suitably be employed in 
the business of the society. 

If. Audit and supervision of societies . — It will be seen that in order 
to be fully co-operative and thoroughly business-like, a society must live up 
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to a high standard. Considering the class of people who compose the 
bulk of the agricultural societies it is useless to expect the maintenance of 
such a standard without frequent audit and unceasing supervision from 
without. It is difficult to exaggerate the importance of such audit and 
supervision. Without them a good society may soon degenerate and a 
bad society may soon come to ruin. The work of audit and supervision 
should in the first instance be vested in the higher co-operative institution, 
Unions and Central Banks, but the ultimate responsibility for these duties 
must rest with the Government as represented by the Registrar. There 
is indeed no reason in our opinion why the whole of such supervision and 
audit should fall on the Government staff and be met at Government 
expense. A full audit by a Government staff of the accounts of each 
society is essential, but this might take place once in two or three years, 
the audit in the meanwhile being conducted either by the Unions, where 
these exist, or by the central financing institutions. Constant supervision 
is part of the duty of a Union, and where there is no Union it should be 
incumbent on the central financing institutions to carry out the duties 
of supervision and to maintain an efficient staff for the purpose. The cost 
of this can fairly be met by the societies either by a direct contribution 
or by the central financing institution’s charging on loans to them a rate 
of interest which will cover the expenditure. At the same time we hold 
that the Registrar cannot abrogate his responsibility in the matter of 
directing and supervising this co-operative audit and supervision, and that 
he must see that the influence of central financing institutions is not mis- 
directed or applied in wrong, improper or mischievous ways, and must 
maintain an efficient direction and control to ensure that the movement 
is kept on co-operative lines and is confined to these lines. The exercise 
of due care before formation and the ensuring of full and proper super- 
vision after formation we consider indeed the most important part of the 
Registrar’s duty. If the Primary Societies are sound and solvent the 
whole provincial edifice must be sound unless there is instability in the 
higher finance. If the Primary Societies are unsound, if they are based 
on mere money-lending and not on co-operative principles, no matter how 
sound the higner finance may apparently be its assets will be locked up 
in indifferent or bad securities and sooner or later serious trouble, if not 
Failure, is bound to result. 
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1 2 . The figures below show the rate of growth of primary societies of 
all kinds in the last eight years : — 


YEAR. 

No. of 
societies. 

No. of 
members. 

Working 

capital. 




Rs. 

1906-07 ... 

833 

.88,582 

... 

1907-08 ... 


1,48,698 

4 b 7 S> 2 ii 

1908-09 ... 

1,948 

1,79,144 

72,25,119 

1909-10 ... 

3,397 

2,20,676 

1,01,29,233 

1910-11 ... 

5,262 

2,99,376 

i, 53 , 3 b 702 

1911-12 ... 

8,057 

3,91,957 

2,35,88,358 

1912-13 ... 

00 

5 , 1 3,85* 

3,33,01,603 

I913-I4 ... 

14,566 

6,6t,859 

4,64,27,842 


Need of increased control . — No one reading these figures can fail to be 
struck by the magnitude which the growth has already attained or to 
be convinced that the movement has taken firm root. Societies are now 
so spread over all parts of India and the advantages which their 
members are obtaining are so patent, that it is impossible to doubt that 
the movement will eventually attain dimensions compared to which its 
pnssent size will appear negligible. As a consequence there will un- 
doubtedly arise through the medium of co-operation a powerful organisa- 
tion formed of these agricultural classes who are at present inarticulate 
through want of education and cohesion. The potentialities of such an 
organisation, its advantages and dangers, and the possibility of its perver- 
sion to wrong ends, if it is allowed to develop without adequate supervi- 
sion and proper control must be apparent to all Further there will be 
in use in these societies a very large sum of money, amounting to many 
millions of pounds, mainly the property of thrifty agriculturists, trades- 
men and men of the professional classes on whom the loss of this money 
would inflict an irreparable blow coupled with far-reaching consequences. 
This money will be lent to individuals of whom many do not own the 
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material assets to provide the requisite security, and to sell up whom on 
any large scale would necessarily involve serious consequences. It must 
be obvious then that, if loans are not applied to productive or necessary 
objects and repaid promptly from the profits so earned, if there is not in 
each member the desire and intention so to use his loans and so to repay 
them and to see that each of his fellow members does likewise, there is a 
grave danger of the creation of a gigantic credit fabric which, having no 
real soundness within, may eventually collapse. On the other hand, with 
a sound co-operative system carefully restricted to its legitimate objects, 
there are innumerable potentialities for increase of wealth and prosperity 
to the country from a peasantry freed from the crushing load of debt, 
obtaining on reasonable terms the money which it requirses from time to 
time for its agricultural operations, and using for these operations im- 
proved and more scientific methods. 

We do not wish to pose either as alarmists or Utopians, but we think 
that the importance of the movement, its potentialities for good or evil, 
should be recognised to the full. Of the first danger, — perversion of the 
co-operative movement to other objects, — we have as yet seen little or no 
signs, but we think that this possibility should always be borne in mind 
and carefully guarded against. The second danger, the lack of a true 
spirit of co-operation, is at the present moment much the more real. 
We regret to have to say that the conclusion has been forced upon us 
that in the majority of cases primary societies in India fall short of the 
co-operative ideal. Speaking generally, even allowing for the backward- 
ness of the population, there has beea found a lack of true co-operation- 
The necessity for developing a truly co-operative system rather than 
cheap money-lending and the danger involved in inviting deposits from 
the public for pseudo-co-operative institutions are matters that have been 
to a serious extent overlooked. Rapid extension has resulted in the 
growth of primary societies to an extent with which Registrar and his 
staff were unable to cope, and faults have grown up which were insepar- 
able from due lack of care in formation and inadequate means of super- 
vision. At the same time these faults are by no means ineradicable, the 
societies are young and composed in the main of good material, and 
with proper care and supervision are capable of being placed on the right 
lines. 

The remedy in both cases lies in the supervision and control of the 
primary societies by a registering staff adequate and efficient, specially 
in its higher branches. We do not mean by this that the Registrar 
should assume the detailed direction of societies. These must be left, 
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as hitherto, to manage their own affairs, but the Registrar must be in a 
position to know how they are managing these affairs, and to take action 
in case of need. In addition to being able to acquaint himself with the 
working of the societies under his charge, the Registrar must be able to 
give and supervise that teaching of co-operative principles without which 
proper co-operation cannot be expected to grow. For this work the 
present staff of Registrars is quite inadequate and we trust that a realisa- 
tion of the importance of the subject will lead to a material increase in 
the superior registering staff. Our proposals on the subject are given in 
detail in the main report and are briefly that, in all the major provinces, 
there should be in addition to the Registrar at least one Joint Registrar 
holding a status equivalent to that of Collector, and that in provinces 
where the number of societies is large there should be approximately one 
superior controlling officer for each thousand societies. The effect of this 
would be to add three superior whole time officers to the registering staff 
of the Punjab, two to that of the United Provinces and the Central 
Provinces and one to each of the other provinces. It is essential that the 
officers should be picked men with special qualifications for the work, 
that their remuneration should be consonant with the arduous nature of 
their duties and that it should be recognised that the work of Registrar 
is in the importance of its nature and the experience which it affords 
equivalent to the work of a Collector and renders an officer equally fitted 
for executive promotion. 

It is also ioiportant that the district officer, while not allying himself 
with the movement in any official capacity and not exercising any of the 
formal powers of a Registrar,— duties for which he might have no 
inclination and which the press of other work might force him to allow 
to fall into routine-— should nevertheless realise the importance of co- 
operation and its possible effect for good or evil on the district under his 
charge, and should keep himself thoroughly in touch with the progress 
of the movement in his district. 

13. Central and Provincial Banks — As regards the higher financing 
institutions, it may be mentioned that in Burma, where conditions are 
somewhat exceptional aud there is a fully orga nsed Union system, the 
primary societies receive loans direct from one bank at Mandalay, except 
in two districts where owing to difficulties of communication local banks 
have been formed. These banks however are supported by the Mandalay 
Bank, which is also responsible for seeing to their affairs being kept in 
proper condition, and for co-ordinating and controlling the whole co- 
operative finance of the province* In all other Provinces except Mkdras 
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and Bombay a system exists under which the provision of funds to 
primary societies is done by a number of local central financing institutions 
the business of which covers an area sometimes conterminous with a 
district, sometimes with a subdivision and sometimes even smaller. 
Each of these institutions is an independent society registered under the 
Co-operative Societies Act with limited liability. In Bihar and the 
Central Provinces these institutions are formally federated under an apex 
bank, known as the Provincial Bank, which provides a certain amount of 
the capital of its constituent banks, balance their excesses and deficiencies 
and maintains a general control. In Madras and Bombay the large 
banks at headquarters, while confining their business mainly to lending 
to primary societies thrlftughout the whole or part of the province, have of 
late tended to assume certain of the functions of apex banks by lending 
to and receiving surplus funds from some of the local central financing 
institutions. Their position however as regards the latter has not been 
defined, they exercise no control and do not occupy a recognised position 
as the apex of the provincial co-operative finance. In the remaining 
Provinces no apex organisation of any kind at present exists and the finan- 
cial edifice consists of a number of independent local financing institutions 
without any co-ordination. 

Tbe local financing institutions throughout India, of which there are 
nearly 200, are in the various provinces designated by various names, but 
to avoid any inconvenience of nomenclature we have in this report 
applied the single term “Central Bank” to all local financing institutions 
concerned solely in the direct financing of prirpary societies, within an 
area sufficiently limited to allow them to exercise also the duties of super- 
vision and control over these societies. Under this head will come all 
the central financing institutions except the five mentioned below. The 
term Provincial Bank will be applied to the apex institutions in each 
Province which are formally constituted to co-ordinate and control the 
finances of Central Banks and deal only with such banks and not with 
primary societies. To this class belong the Provincial Banks of Bihar 
and the Central Provinces. This leaves in doubt the position of the 
Central Banks of Mandalay, Madras, and Bombay. In Burma where the 
system, as explained above, is special, the Bank of Mandalay can appro- 
priately be recognised as a Provincial Bank. The Banks of Madras 
and Bombay do business over too large an area to enable them to dis- 
charge the functions assigned to Central Banks, while they have not yet 
been placed in a position to enable them to take up the position of apex 
banks. It will be more convenient to deal with all classes of financing 
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institutions together, merely predicating that the remarks in paragraph 
14 immediately below are not intended to apply to the five above-named 
banks. 

The composition and method of investment of the capital of all these 
institutions was on the ist January 1915 as follows, the figures being 
given in lakhs of rupees. 189*43 was held on deposit ftom individuals, of 
which 8*01 was on current account and 4*66 for short terms of less than 
three months. 103*70 was for periods exceeding one year’s notice. 
Debentures were 6*37, and loans from Government 3*73. Loans and 
deposits from other co-operative societies were 46*54, of which 2*28 were 
on savings bank account. Loans from presidency and joint stock banks 
amounted to 20*99. Share capital and res#ve fund totalled 47*07. 
Against these liabilities 11*04 was held in actual cash and 10 16 in out- 
side securities of which however a small portion had been pledged to the 
banks. The remainder of the assets was invested in loans to primary 
societies and other central institutions and of this one-third to one-fourth 
might normally be expected to be repaid each year. A small amount of 
this is however still owed by individuals who had the right of borrowing 
from some of the institutions. There are further available undrawn 
amounts of cash credits given by Presidency and Joint Stock banks 
amounting to 20*27, On the other hand the 20 32 already advanced by 
these banks has been given on terms which practically all admit of re- 
payment being demanded within the year. 

Of their profits these banks are by law compelled to put one-quarter 
to their reserve fund, and the amount of dividend which they may pay 
to their shareholders is limited. Some banks keep current accounts both 
for their shareholders and for outsiders and a few still lend money to 
individual shareholders as well as to societies. It may be generally said, 
however, that the banks confine their business to receiving deposits from 
the public, generally for fixed periods, and to lending the money so 
obtained to primary societies and in a smaller degree to Central Banks. 

14. Central Banks — their powers afid constitution . — As regards 
Central Banks proper doing business generally in an area not exceeding 
that of a district, we think that often they have been allowed too little 
discretion in the matter of making loans to societies and the full use has 
often not been made of this important link in the co-operative chain for 
the purposes of supervision and audit of societies. For the latter work 
the most suitable machinery is undoubtedly the Union system, but we 
fully realise the strength of the objection raised in many provinces that 
it may be some time before a sufficient spirit of autonomy is developed 
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among the members of societies to enable that system to be introduced. 
In the absence of such a system the entire supervision of the primary 
societies within its area must be undetaken by the Central Bank, subject 
to the advice, general supervision and control of the Registrar. This 
duty a Central Bank is in every way fitted to fulfil, provided its 
directorate has been suitably selected. It is also necessary that the 
Central Bank should be in a position to enforce its authority against 
errant societies by the refusal or curtailment of loans. We have found 
that in many cases it has been the custom for an application by a society 
for a loan to be adjudicated on by the Registrar or one of his staff, and 
for the work of the Central Bank to be limited to paying over the amount 
of the loan sanctioned, if it had in hand the money to do this. This pro- 
cedure seems to be entirely wrong. The money is the property of the 
Central Bank which is responsible for it to its depositors and share- 
holders, and as it has the responsibility in the matter, so it should have 
the discretion. We have already expressed the view that the Registrar 
should impose a limit beyond which a society should not borrow, but we 
think that within this limit the Central Bank should have full power to 
deal with all applications by societies for loans, and that with this should 
be coupled the duty of supervising the societies to which it makes these 
loans. It is however necessary that the constitution and directorate of 
the bank should be such as to enable it to discharge these functions to the 
best interests of co-operation If a bank is frankly a profit-seeking capi- 
talistic concern, its interests are in few respects coincident with the 
interests of societies which it is likely to regard mainly as a means of 
profit and in the real welfare of which it has little concern. A bank of 
this nature is further less susceptible to control. To banks where the 
management is provided entirely from .the members of the constituent 
societies the main objection is that they are likely to fail to enlist the 
assistance of the commercial middle classes, who alone are at all capable 
of conducting a bank of any dimensions and on whose assistance and 
co-operation the financial support of other members of their class depends. 
If this difficulty could be got over, there can be no question that banks of 
this class are the most advantageous and economical, since there is no 
necessity for them to do more than pay working expenses. Moreover 
it is in the interests of co-operation that this link in the co-operative 
chain should be composed of societies themselves and not of out- 
siders. Consequently it is to be hoped that at some future date the 
agriculturist will have developed the indigenous ability to provide for 
Central Banks an efficient management which will command the con- 
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fidence of the depositing classes, and in some places there are already 
signs that, given the opportunity, men with the necessary qualifications 
will be forthcoming This ideal must however require many years for 
realisation and we think that at present the best constitution is un- 
doubtedly to be found in banks where the directorate is drawn partly 
from men of the commercial and professional middle classes and partly 
from the leading members of societies, each director representing his own 
class of shareholders and providing the elements in which the other class 
is lacking. Care should however be taken to see that the ultimate control 
of the bank rests witii the society shareholders, since this prevents any 
possibility of exploitation of societies. It should also be made clear that 
the ideal aimed at is the eventual transition of the bank to a co-operative 
constitution when the only shareholders will be societies. 

15. Need for adequate Fluid Resotif'ce . — Whateyer be their constitu- 
tion the same principles must apply to all higher financing institutions as 
regards sound finance. It has already been stated that these banks raise 
the major portion of their capital by inviting deposits from the public. 
A portion of these deposits are on current account or for short periods 
not exceeding three months ; a portion is on fixed deposit for terms 
exceeding one year, but more than half, in fact 547 per cent, is for periods 
ranging from three nionths to one year. The money so obtained is lent 
out to societies, and it may be said that, taking an average all round, it 
may be expected that each individual loan will be repaid, under normal 
agricultural conditions, in instalments spread over three to four years. If 
pressure were put on societies an increased amount could be forthcoming, 
but only at the cost of dislocating the arrangements of these societies and 
probably requiring their members to have recourse to the money-lender. 
Again a year of agricultural scarcity may render societies unable to make 
any repayments in that year and will probably make it necessary to 
accomodate them with loans in excess of their normal annual require- 
ments, if their members are not to be required to go to the money-lender. 
It is thus obvious that, if the banks are to be in a position to repay 
deposits when due and demanded, they must equilibrate their finances 
with some care and provide an adequate amount of liquid resources. So 
far the actual necessity for doing this has not arisen in any marked degree 
owing to the very great increase in the last few years of the deposits 
made in these banks. The amounts deposited have been each year 
largely in excess of those of previous years, and any deposits withdrawn 
have been met out of new deposits. Moreover a custom has lately grown 
up of obtaining advances from commercial banks either in the shape of 
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loans of definite amount or of cash credits. Some of the more prudent 
banks have utilised the cash credits so obtained only to a limited extent, 
leaving the balance available to be drawn upon to meet calls by deposi- 
tors. Others have drawn and employed in loans to societies practically 
the whole of their credit. In some cases the apex co-operative bank of 
the Province has undertaken to support its central banks, but this support 
has generally been dependent on a cash credit it has itself obtained from 
a commercial bank. It may be said however that in practically all cases, 
with the exception of undrawn cash credits on commercial or apex banks, 
no central bank has retained or provided any liquid assets, beyond a small 
and quite inadequate supply of cash, to meet demands by its depositors or 
to provide for seasons of agricultural distress. 

This has been due in some cases to a desire for dividends : in others 

to a readiness to take a present risk so as to secure eventual safety by a 

reserve fund built up out of larger profits : in others a too rapid growth of 

societies has imposed work on the Central Bank in excess of its financial 

capacities : in others it has been due to the fact :that money is lent to 

societies at rates so near to those paid on deposits as to allow no margin 

for the provision of fluid resources : in others it has been frankly stated 

that in the event of difficulty over fluid resource they look to Government 

for assistance and their only duty is to see that their investments are 

sound and that there is no possibility of eventual loss. Whatever be the 

reason, there can be no question that the matter of adequate fluid 
* 

resources has been generally neglected. 

Tliose banks which have secured themselves by undrawn cash credits 
are distinctly in the minority, and at the same time the probability of 
the permanence of the arrangement must be open to serious doubt. The 
Joint Stock banks are not likely to increase materially the extent of the 
business which they are doing with co-operative banks, and it cannot be 
to their interest to keep always available for the use of co-operative banks 
large sums of money which they may be called upon to disburse very 
likely at a time when they themselves are most in need of then. 

i6i /llus/ratwm.- As an iWustmiion of our remarks on the subject 
of central banks we append the balance sheets, drawn up on ist January 
1915, of two banks which are not unrepresentative of many institutions of 
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this class. The figxires in each case have been reduced so as to show 
each bank working on a one lakh bssis. 


Liabilities. 

Assets. 

Rs. 

Deposits— 

Rs. 

R.S. 


• ^ f On current 


Cash in hand or bank 

2,600 

S 13 account 

2,590 

Loans to societies of which 


f^ne for pay- 


repayment is expected in 


ment in 1915 

69,050 

1915 

15,000 

"5 V, Due later 

15,340 

after 1915 

82,000 

From other societies 

4,650 

91,630 Other items 

400 

Shares capital paid 




up 

5 » 3 oo 



Reserve Fund 

870 



Dividend equalisa- 




tion fund 

1,200 



Undistributed profits 

1,000 

8 i 37 oj 

• 

Total ... I 

,oo,oooi Total ... 

100,000 

Deposits — 


Cash in hand or bank 

4,160 

^ f On current 


Loans to societies of which 


account 

4,670 

repayment is expected in 


£ " 


1915 

24,000 

u\> Due in 1915 

25,440 

after 1915 

68,150 

^ 'S Due later 

. 7,260 

Other items ... 

3>690 

From other societies 

23,000 



Loans from Joint 




Stock banks 

19,760 

80,130 


Share capital paid 




up 

16,000 



Reserve fund 

2,560 



Dividend unpaid 

650 



Other items 

720 

19,870 


Total ... 1,00,000 Total 

1 ,00,000 


It will be seen that in both cases the banks do current account busi- 
ness and that the amount of cash in hand is practically equivalent to 
what they owe on current account. In both cases the bulk of their depo- 
sits is op a one year’s basis, while the terms of their loans to societies 
are considerably longer. In the one case the contingent liabilities ofjhe 
current year are far in excess of the repayments they expect to receive. 
In the other they are nearly equivalent, but in neither case does any 
permanent provision exist to meet withdrawals of deposits unsupported 
by repayments from societies, which might very well fail to come in at 
the time when wanted or might have to be postponed altogether. The 
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second bank has a cash credit with a joint stock bank to the amount of 
Rs. 25,000, but it has already drawn and lent out Rs. 19,760 of this, 
and will probably have to utilise or keep in reserve Rs. r,i6o more to 
pay dividends and hold against its current account. If the Joint Stock 
Bank is prepared in a time of stress to continue its support and does not 
on the other hand press for repayment of its loan of Rs. 19,760, the 
central bank will have some Rs. 4000 available to meet fluctuations , in 
its deposits in the current year. It will be noticed however that this 
bank holds a very large amount in deposit from other societies, of which 
a certain proportion is probably deposits passed on by other central 
banks which have no immediate use for them, and the bank should be 
prepared also for considerable calls on this account. The first bank 
is obviously purely capitalistic. It works on a very small share 
capital and considers the provision of dividend more important than the 
building up of a strong reserve. 

On the other hand we append below the balance sheet of a third 
bank which seems to us to approach more nearly to a standard of safety. 


Liabilities. 


Deposits — 

Rs. 

, 

r On current 


^ c2 

account 

3,600 


Due for repay- 

2'> 

ment in 1915 

21,000 


^ After 1915 

60,000 

30,800 

From societies 

From Joint Stock 

banks 

600 

Share capital paid 

8,000 

up 


Reserve Fund . 

2,000 

Suspense (mainly 


for reserve fund) 

1,000 


Total ... t, 00,000 


Assets, 

Rs. 

Cash and Government 
paper ... ... ir,6oc 

Loans to societies of which 
repayment is expected in 
J915. .... ... 24, (xx: 

Later ... ... 64,000 

Other items ... ... 40c 


Total ... r, 00, 00c 


In this case the deposits are well distributed and as a matter of fact 
nearly a half of the amount of Rs. 64000 due after 1915 does not fall due 
until 1918, while the business of the bank is so arranged as to make the 
repayments by societies coincide with the terms of the deposits. The 
money taken from societies is small in amount, and is moreover the 
property of debtor societies and is not required by them to meet depositors. 
There is consequently, after providing for current account and repaying the 
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Joint Stock Bank, a balance of Rs. 7i40o, to meet any withdrawals ol 
deposits this year even if societies are unable to make any repayments. 

The two first illustrations which we have given above will probably 
convey more clearly than any lengthy description the position of a large 
number of these banks. Put shortly, the conclusions at which we arrive 
as regards these banks generally are that their management is honest and 
within its lights, efficient and that no fault is to be found with the keeping 
of accounts or the disposal of money. With the exception that some of 
them keep current accounts for outside constituents, their business is 
practically limited to lending to primary societies and, so long as these 
remain solvent and their members are able and willing to pay, their 
creditors need have no anxiety that they will not eventually get their 
money. At the same time there is certainly no assurance that, if even a 
not very considerable number of depositors wanted their money simulta- 
neously, it would be forthcoming on the due date. At present a large 
proportion of the depositors have been the shareholders and directors 
and their relatives who, even when wanting their money, may often be 
persuaded to extend their deposits rather than embarrass the bank, but 
with the extension of the co-operative movement the proportion of this 
exceptional clas% of money must necessarily become less, and in any case 
it does not seem right’ that institutions of this nature should invite the de- 
posit of public money unless they are in a position to fulfil scrupulously 
and punctually their obligations to their creditors, 

17. Need for Provincial Bank . — Obviously the first remedy for this 
state of affairs is the co-ordination of provincial co-operative finance 
in each province in a strong apex bank, or Provincial Bank, 
and to, insist that Central Banks shall have all their financial 
dealings with other societies except their own affiliated primary societies, 
through that apex bank. This will put an end to the system, which is a 
very real source of danger, of Central Banks Investing their temporary 
surplus assets with each other. The money may be lent out on terms 
which do not make it available when wanted and the interlocking of 
their finances may very well result in the fall of one bringing down un- 
necessarily a number of others in its train. The Provincial Bank might 
also be the sole medium in the province for dealing with Presidency and 
Joint Stock Banks. Co-ordination and control in finance is essential and 
this can only be done within a province by an apex bank possessing the 
necessary authority. A Provincial Bank can also arrange more economi- 
cally for the provision of fluid resource, a subject of which we shall treat 
below. Ip Bihar and the Central frovipces Provincial Banks have 
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recently been constituted. In Burma the Provincial co-operative finance 
can very well remain with the Mandalay ‘Central Bank. If the Madras 
and Bombay Central Banks are to be placed in the position of Provincial 
Banks, their constitution will require some modification and they 
will require to be in a position to enable them to carry out the duties of 
apex banks. In the othei* larger provinces Provincial Banks should be 
formed. When Provincial Banks have been duly constituted, the Central 
Banks in the province should be affiliated to them for the purposes of 
control and many of the smaller and weaker banks might with advantage 
be dissolved or amalgamated with other banks. 

1 8 . Diffiailties in maintaining standard of fluid resource . — There 
remains however the main difficulty in the matter of these banks, that 
they take money for comparatively short periods and invest practically 
the whole of their capital in loans for comparatively long terms under 
conditions which render it probable that in any one year they may receive 
practically no re-payments and which may preclude them from calling 
up or realising these loans if they themselves are pressed. If their only 
assets are the pro-notes of societies, they are not likely to be able to raise 
much on these in the ordinary market to repay their depositors. It 
seems necessaiy that these banks should equilibrate their business : that 
they should lend out to societies for such periods a^ to enable them to 
count each year on repayments from societies somewhat exceeding the 
amount of deposits which fall due that year : and that they should in 
addition maintain a fluid resource in the shape of cash or easily realisable 
securities. As regards the amount of this fluid resource we have had con- 
siderable difficulty in making recommendations. Co-operative banking 
is new in India and is in many ways entirely different to joint stock bank- 
ing, and there are consequent^ few reliable data to go upon, but we think 
that each Central Bank might be required to hold an amount in liquid 
assets equivalent to the half of the total of all fixed deposits, which it might 
under the terms of such deposits, be called on to repay within the next 
twelve months. In cases where current or savings bank accounts are 
kept practically the whole of the amount of such accounts would in addi- 
tion have to be covered. In the case of the Provincial Bank the same 
conditions would apply, but it might be required to hold liquid assets to 
cover it for a period of one-third of the next twelve months, since its 
money is invested over a much larger area than that of Central Banks and 
repayments are much less likely to be affected as a whole. Also, if the liquid 
resource of all the Central Banks is, as would ordinarily be the case, main- 
tained by the Provincial Bank, it would appear to be possible to reduce 
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the fraction to one-third, as it is less likely that all banks in the province 
would require assistance simultaneously. We have taken the period of 
six months as being the probable duration of a co-operative crisis. At 
the same time we recognize that the adoption of the conditions we have 
proposed may be difficult. Deposits for periods as long as are required 
for agricultural loans may not be obtainable even on much dearer terms. 
We have proposed the imposition on Central Banks of the maintenance 
of a staff for assessment of credit supervision and audit, and the cost of 
this will have to come out of the bank’s profit or be met eventually by an 
increase of the rates at which members of societies borrow. The further 
cost of the maintenance of a fluid resource will have to be similarly met. 
In provinces where the rates at which deposits are obtained and at which 
members of societies borrow allow of a large margin, no immediate 
difficulty need be anticipated, but there are some provinces where 
the margins are small already and there is also everywhere a tendency 
for margins to contract. Where the margin cannot be increased the 
only alternative is to continue in the present state of financial instability 
or to provide an agency which would discount the pro-notes of societies 
for co-operative banks in times of need, and obviate the necessity of 
their keeping liquid resources. It is more than doubtful whether this 
agency could be found in the Provincial Banks, as these institutions 
are unlikely to be able without a guarantee from Government to raise 
money at rates substantially lower than those at which Central Banks 
borrow. The problem has already been experienced in all European 
countries and has been solved, in nearly every case where co-opera- 
tion has been successfully established, by the State’s arranging for the 
discount of co-operative paper with the ordinary state bank or with a 
specialiy constituted co-operative state bank. 

19. Further sui(gestio 7 is , — Theie are a few further points on which 
we may touch here. We have recommended that the staff of Registrars 
should be increased,*and it seems advisable that the cognate subjects of 
agriculture and industry should be co-ordinated under one head in each 
province, and we have therefore also recommended the appointment for 
this purpose, as opportunity offers, of a Development Commissioner who 
would have the necessary time and practical knowledge to devote himself 
entirely to the supervision of these branches of administration and whose 
recommendations and advice would carry due weight with his 
Government. 

Although the subject of co-operation is, like other branches of adminis- 
tration, one primarily for each local Government to deal with inside its 
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own area, it is a question whether the Imperial and inter-provincial inter- 
ests involved have not now grown so important as to justify its being 
treated on the same lines as education and agriculture by the appointment 
of a co-operative Adviser with the Government of India. The advice 
and counsel of such an officer would be very valuable to Provincial 
Governments, Development Commissioners or^imilar officers, and to 
Registrars themselves. 

Lastly we think it right to inform Government that we found during 
our tour that considerable misapprehension existed as to its responsibility 
for the stability of co-operative institutions We have found in some 
places a belief held that the movement was guaranteed by Government, 
a belief which, if not actually fostered by the local supporters of the 
.movement, was not actively contradicted by them. In other cases Joint 
Stock Hanks, and even Central Banks, lending to societies on the recom- 
mendation of the Registrar, have considered that Government was there- 
by placed in a fiduciary position as regards such loans. We have on the 
other hand found cases where banks in advertising for deposits have ex- 
pressly stated that, though they had the benefit of Government audit, 
they enjoyed no Government guarantee. We think that Government 
should impress on all its officers the necessity of allowing no mis-appre- 
hension to exist as regards its relations with the co'-operative movement 
and its degree of responsibility for co-operative institutions. 
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